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Report of Independent Auditors

To the City Coungil
City of Harbor Beach
Harbor Beach, Michigan 48441

We have audited the accompanying financial statements of the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City of
Harbor Beach, Michigan as of and for the year ended June 30, 2008, which collectively comprise the
City's basic financial statements as listed in the table of contents. These financial stafements are the
responsibility of the City of Harbor Beach, Michigan's management. Qur responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicabls to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perfarm the audit to obtain reasenable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and the significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the City of Harbor Beach, Michigan, as of June
30, 2008, and the respective changes in financial position, and cash flows, where applicable, thereof

for the year then ended in conformity with accounting principles generally accepted in the United States
of America,

In accordance with Government Auditing Slandards, we have also issued our report dated
November 28, 2008, on our consideration of the City of Harbor Beach, Michigan's internal control over
financial reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards and
important for assessing the results of our audit.

The management’s discussion and analysis, budgetary comparison information and the scheduie of
funding progress on pages iii through xi and 30 through 36, are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally accepted in
the United States of America. We have applied certain limited procedures, which consisted principally
~of inquiries of management regarding the methods of measurement and presentation of the required
supplementary information, However, we did not audit the information and exprass ne opinion on if.
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Report of Independent Auditors

Qur audit was conducted for the purpose of forming apinions on the financial statements that
collectively comprise the City of Harbor Beach, Michigan's basic financial statements. The combining
and individual nonmajor fund financial statements are presented for purposes of additional analysis and
are not a required part of the basic financial statements. The accompanying schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by U.5. Office of
Management and Budget Circular A-133, Audits of States, lLocal Governments, and Non-Profit
Organizations, and is also not a required part of the basic financial statements of City of Harbor Beach,
Michigan. The combining and individual nonmajor fund financial statements and the schedule of
expenditures of federal awards have been subjected to the auditing procedures applied in the audit of
the basic firancial statements and, in our opinion, are fairly stated in all material respects in relation to
the basic financial statements taken as a whaole.

Tictgh + Teweel, PC.

NIETZKE & FAUPEL, P.C!
PIGEON, MICHIGAN

November 28, 2008



CITY OF HARBOR BEACH
MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR - July 1, 2007 to June 30, 2008

The Treasurer of the City of Harbor Beach presents this narrative financial information to
readers of the City's financial statements. lt contains an objective overview and analysis of the
financial position of the City as of and for the twelve month period ended June 30, 2008, The City
encourages readers to consider information contained in this discussion and contained in the City's
financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

s The City’s net assets exceeded its liabilities at the end of the fiscal year by $14,579,895.
This is a $94,550 decrease from last year due to a decrease in general revenues of
approximately $75,000.

= Net assets decreased by a total of $94,550, or by approximately 064% of last year’s total
net assets of $14,674,5435.

e Net assets of business-type activities - enterprise funds decreased by $19,873. Net assets
for governmental - type activities - internal service fund (equipment fund) increased by
$79,409 during the fiscal year.

» The total fund balance of governmental funds increased by $78,340, which is much better
than the decrease of $25,216 for last fiscal year, which was impacted dus to the conversion
of the parks and recreation department to a governmental fund last fiscal year. Of the
$78,340 increase, the City's general fund showed an increase of $48,182, which is the first
increase of the general funds fund balance since the year ended June 30, 2004. Other
governmental funds showed an increase of $30,158.

FINANCIAL STATEMENTS OVERVIEW

This Management Discussion and Analysis serves to introduce to the reader the City of
Harbor Beach's essential financial statements. These financial statements consist of three
compenents, as follows:

s Government-wide financial statements
s Fund financial statements
= Notes to the financial statements

The above financial information will provide ihe reader of the Gity's financial statements with
a general understanding of the City's current financial condition. Also, this report contains
supplementary information in addition to the basic financial statements which provide a more
detailed understanding of the City's finances.

Government-Wide Financial Statemants

The government-wide financial statements are designed to provide readers with 2 broad
overview of the City's finances, similar to private sector businesses.

il



CITY OF HARBOR BEACH
MANAGEMENT DISCUSSION AND ANALYSIS
TISCAL YEAR - July 1, 2007 to June 30, 2008

The Statement of Net Assets presents information on all of the assets and liabilities of the
City, with the differences between the two identified as net asssts. Over a given period of time,
increases or decreases in net assets can serve as a useful indicator of an improving or declining
financial position of the City.

The Statement of Activities shows changes in net assets that occurred during the most
recent fiscal year. These changes were recorded on an accrual basis, which distinguishes between
the time when a financial transaction occurs and when payment is actually made, An examplecf
accrual accounting is when deht interest payments are scheduled between the fiscal year ends. The
Statement of Activities wilt show additional interest expense for the time period between the last
interest payment and the end of the fiscal year as an accrual.

The government-wide financial statements, in addition to the statement of activities, are
broken down into two activities: governmental activities and business-type activities, Governmental
activities are primarily supported through tax and intergovernmental revenue. Business-type
activities are primarily supported through user fees and charges.

Governmental activities for the City of Harbor Beach include general govemmental functions,
such as financial administration (City Council and administrative staff), general administration (major
and local streets and sidewalk maintenance and public improvements), planning, police, property
assessment, zoning administration and sanitation. Business-type activities include sewer, water and
the North Rark Campground, and the Marina

Activitizs not included in this report are the Harbor Beach Area Fire Department and the East
Huron Ambulance Service, which are separate entities. Although the City contributes to both
antities and has representation on their rezpective boards, the City has no legislative control aver
their financial activity.

The government-wide financial statements are found as listed in the table of contents.

Fund Financial Statements

A fund is a set of closely related accounts that are used to maintain control over resources
that have been segregated for specific activities or purposes. The City of Harbor Beach uses fund
accounting to demonstrate compliance with legal financial requirements, like all state and local
governments, All City funds can be categorized as either governmentai or proprietary funds,

Government funds account for essentially the same activities as the governmental activities
in the Government-wide financial statements, but with a narrower focus. Governmental funds
concentrate on near-term inflows and outflows of financial resources and the balances of spendable
resources avaijlable to the government at the end of the fiscal year. This information can be useful
in evaluating the government’s shertterm financing requirements.



CITY OF HARBOR BEACYH
MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR - July 1, 2007 to June 30, 2008

Comparing similar information presented in the governmentwide statements for the
govemmental activities with that presented in governmental fund financial statements can provide
useful information because the focus of the two approaches. With the long-term focus of the
government-wide financial statements, a reader may be able to better understand the Tong-term
effects of the near term financing decisions. To aid inthe compariscn, both the government fund
balance sheet and the governmental fund statement of revenues, expenditures and changes in fund
balance shows a reconciliation between the governmental fund financial statements and the
governmental activities in the government-wide financial statements,

The City of Harbor Beach uses two different individual governmental funds. Of these two,
information is shown separately for thegeneral fund and for the other governmental funds. There
are also two non-major funds identified as the major street and trunkline and local street funds.
These are combined into the special revenue fund category. The City adopts an annual
apprepriated budget for all its governmental funds.

The basic governmental fund financial statements can be found as listed in the table of
contents.

Proprietary funds include enterprise funds and the internal service fund. Enterprise funds
are used to report any activity for which a fee is charged to external users for goods or services.
The internal service fund is used to report activities that provide goods or services to other funds or
depariments of the City.

The enterprise funds maintained by the City of Harbor Beach include water, sewer,
water/sewer capital projects, the marina, and North Park Campground. The City uses the internal
service fund to account for vehicles and sguipment activities. Because they charge fees and
charges to outside users of their systems, the enterprise funds are included in the business-typs
aotivities column of the government-wide financial statements. The internal service fund, which
accounts for equipment and vehicles that support City functions, is included under the governmental
activities column.

Proprietary funds present the same information as in the government-wide financial
statements, except in more detail, The fund statements for proprietary funds provide separate
information for the water, sewer, marina, and North Park Campground, which are considered to be
major funds of the City of Harbor Beach.

The basic proprietary fund financial statements can be found as listed in the table of
contents.

Notes to the financial statements contain additional financial information to give the reader
a complete understanding of the information contained in the governmeant-wide and fund financial
statements. Although these notes provide detailed explanation and information related te the
financial statements, this infarmation is typically easy for the reader to follow. Notes te the financial
statements are located after the financial statements as listed in the table of contents.



CITY OF HARBOR BEACH
MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR - July 1, 2007 to June 30, 2008

OTHER INFORMATION

The combining statements referred to earlier in connection with non-major governmental
funds are presented immediately following the notes to the financial statements. Combining and
individual fund financial statements and schedules are listed in the table of contents.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Statement of Net Assels

Governmental Business-Type 2008 2007
Activities Activifies Total Total
Current assats $ 2,514,514 $ 1,193,662 5 3,708183 § 2,958,884
Capital assets 7.280,770 13,734,383 20,985,153 17,666,674
Rasiricted and
other assels 178,246 1.157,G0B 1,335,854 1,654,438
Total assets $ 9,943,530 § 16085660 $ 26,029,190 $ 22280031
Current liabilities $ 144387 § 818,480 % 762867 § 440,310
Lonag-term liabilities 1,000,300 0,686,028 10,686,328 7,165,178
Total liabilities $ 1144687 §$ 10,304,508 $ 11449195 $_ 7605488
Net assets:
Invested in capital assels,
net of related debt $ 6,627,283 % 3656427 $ 10,283,710 § 10,785,377
Restrictad 178,246 1,014,859 1,182,805 1,411,362
Unrestricted 1,983,314 1,110,165 3,103,480 2,507,805
Total net assets $ 8798843 § 5,781,132 $ 14,579,995 § 14,674,544

As shown in the statement of net assets provided above, the largest portion, by far, of the net
assets of the City of Harbor Beach is its investment in capital assets. The seventy and six tenths
percent (70.68%) of total net assets represents the City's investment in land and land improvements,
curb, gutter and sidewalk; roads and storm drains; water and sewer lines; streetlights and signals;
buildings; machinery and equipment, less any related ouistanding debt that was used to acquire
these assets. The City of Harbor Beach uses these capital assets to provide essential services to
citizens who [live, work or visit the City. These assets, by design, are not available for future
spending. Additionally, even though these capital asssts are reported net of any related debt,
resources needed to repay this debt must come from other sources, as these assets cannot be used
to satiefy their related obligations.

Of the remaining net assets of the City, eight and two tenths percent (8.2%) are subject to
external restrictions on how they may be expended (restricted assets). The balance of net assets,
which total twenty one and two-tenths percent {(21.2%) ¢an be used to meet the City's ongoing
obligations to lts creditors and citizens (unrestricted assets).

Vi



CITY OF HARBOR BEACH
MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR - .July 1, 2007 to June 30, 2008

ACTIVITIES, GOVERNMENTAL AND BUSINESSTYPE

Net Assets in governmental activities showed a change (decrease) of $74,677. This
decrease comprises about eight tenths percent {.8%) of the total beginning net assets of
$8,873,520.

Net assets for business-type activities decreased by a total of $19,873 for the year ended
June 30, 2008. This decrease is not significant as it comprises about three tenths percent (0.3%) of
the beginning net assets for business-typs activities. It is important to note that the City Council has
raised sewer rates significantly to support the sanitary sewer retention basin bond issued during the
fiscal year ended June 30, 2008. Finally, the City historically has not funded depreciation, and the
reader should take this into account when analyzing the business-type activities, as depreciationis a
significant portion of expenditures.

Change in Net Assets

Governrnental  Business-Type 2008 2007
Activities Activities Total Total
Revenue;
Program ravenues:
Charges for services § 116B12 § 1652378 & 1,767,880 3 1,659,059
Operating grants and contributions 54,258 54,258 96,801
Capital grants and contributions 67,350 G7,350
General revenues:
Froperty taxes 1,123,685 329,371 1,453,066 1,408,218
State shared revenue 368,382 368,382 368,673
Unrestricted investment earmnings 79,857 78,580 158,437 191,215
Miscellaneous : 14,498 14,406 14,355
(3ain on sale of capital assets 813 239 1,052 29,879
Total revenue 1,757 014 2,127 917 3,884,930 3,768,100
Expenses:
(General government 761,283 761,283 796,532
Public safety 410,716 410,718 425 358
Highways and public improvemeants 425,402 425,462 387,560
Sanitation 93,980 93,980 91,134
Parks and recreaton 191,311 191,311 180,966
Interest on long-term debt 23,823 23,923 25,7988
Water 813,255 813,255 829,987
Sewer 803,810 803,810 866,387
North Park Campground 178,605 178,605 166,774
Marina 275,047 275,047 200,534
Total expenses 1,906,664 2,070,817 3,977,481 4,071,031
Change in net assets before transfers (149,650) 57.100 (92 ,550) {302 231)
Transfers 74,973 {78,973) (2,000) (3,524)
Change in net assets {74,677) (19,873) (94,550) (306,45656)
Net assets - beginning 8,873,520 5,801,024 14,674,543 14,981,000

Netassets - ending 5 879,843 5 5731152 § 14579,885 § 14674545

vii



CITY OF HARBOR BEACKH
MANAGEMENT DISCUSSION AN ANALYSIS
FISCAL YEAR - July 1, 2007 {0 June 30, 2008

FINANCIAL ANALYSIS OF CITY OF HARBOR BEACH FUNDS

The City of Harbor Beach governmental funds provide information on short-term resource
inflows and outflows and account balances at the end of the fiscal year. The total fund balanceis a
measure of total available resources and the unreserved portion of this total is a measure of the
available spendable resources as of June 30, 2008,

For the period ended June 30, 2008, the City's governmental funds reported a combined
fund balance of $1,802,063, an increase of $78,340 from July 1, 2007 of $1,723,723.

The general fund is the main operating fund for the City. As of June 30, 2008, the fund
balance in the general fund is $883,228. At the start of the fiscal year on July 1, 2007, the fund
balance was $835,046, resulting in an increase in fund balance of $48,182. This is the firstincrease
in four years and Is due to a significant decrease in outgoing operating transfers from $57,000 to
$12,000 to other funds. The general fund revenue decreased by $29,917 this fiscal year, down o
$1,480,274 from last fiscal year revenue of $1,510,181. The revenues are in line with last year
considering that last year the City had an extra $35,000 in revenue from selling the old City Hall.
The general fund expenditures this fiscal year totaled $1,439,060, a decrease of $86,664 from last
fiscal year expenditures of $1,535,704. General govermment, police, and capital outlay expenditures
decreased by a total of $126,322 ar 12.4% from the prior year's expenditures for those categones,

The City proprietary funds provide the same type of financial information found in the
government-wide financial statements, but in more detail. The total net assets in business-type
activities were $5,781,152 and for government activities (internal service fund) were $1,021,234.

For business-type activities, the following information is provided for the appropriate
enterprise fund:

FUND TOTAL ASSETS TOTAL LIABILITIES TOTAL NET ASSETS

Sewer $ 7,870,866 § 5151,938 3§ 2,518,920
Water 5 7,388,624 § 5,126 870 & 2,272,954
North Park483,036 3 18,077 & 463,959
Marina $ 792713 308,292 % 433,421

Far governmental activities (internal service fund), the following information is provided
for the internal sarvice fund:

EUND TOTAL ASSETS TOTAL LIABILITIES TOTAL NET ASSETS

Equipment rental 3 1,024,258 3 3,025 % 1,021,234

vili



CITY OF HARBOR BEACH
MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR - July 1, 20607 to Junc 30, 2008

NON-MAJOR GOVERNMENTAL FUNDS

The City's non-major governmental funds, which include the special revenue funds of the
maijor street and trunkline, local street funds and the capital project fund of the City, performed fairly
well during the 2007-08 fiscal year. The major street and trunkline fund showed an increase in fund
balance of $28,038 with the tatal fund balance ending the year at $324,318. The local street fund
showed a decrease in fund balance of $9,149 with the total fund balance ending the year at
$403,190. The capital project fund also showed an increase in fund balance of $7,780, ending the
fiscal year at $178,245.

GENERAL FUND BUDGETARY HIGHLIGHTS

The general fund for the City showed its first fund balance increase since 2004 in the 2007-
08 fiscal year, This is mainly attributed to decreased expenditures and a decrease in transfers to
other funds from $57,000 to $12,000. The fund balance showed anincrease of $48,182. However in
the original 07-08 budget, $95,000 was budgeted to build a new garage addition to City Hall. The
garage was not built and was not included in the budget for 08-09, ltshould also be noted that as of
June 30, 2008, the parks and recreation fund owes the general fund $29,986 and the marina fund
owes the general fund $186,236 plus a loan from prior years for dredging in the amount of
$108,678.

CAPITAL ASSET AND DEBT ADMINISTRATION

The Gity of Harbor Beach's investment, net of related debt, in capital assets for its
governmental and business-type activities combined totaled $10,283,710. The type of assets inthis
category include land, land improvements, buildings, machinery and equipment, parks and
recreation faclities, roads (including curb and gutter, sidewalks and storm drains}, street lights,
traffic signals, water and wastewater distribution, and sewer collection systems and treatment
facilities. The City's investment in capital assets equals over seventy percent (70%} of its total net
assets.

The Gity of Harbor Beach's debt consists of a 1993 Water Supply and Distribution System
Bond ($5,199,478 principal and interest), a 2000 Public Improvement Bond ($221,144 principal and
interest), a Harbor Beach Consolidated Drain Assessment ($498,164 principal and interest), a 2003
Installment Purchase Agreement ($500,707 principal and interest), a 2004 Capital improvement
Bond ($1,178,890 principal and interest) and a 2006 General Obligation Refunding Bond
($2,952 450 principal interesi).

During the fiscal year ended June 30, 2008, the City received bond proceeds in the amount
of 54,022,423 for the construction of a sewer retention basin. The bond was obtained from the
Michigan Department of Environmental Quality to finance the construction of the retention basin.
The total bond issue is for $4.6 million and is to be paid back over 20 years at an annual interest
rate of 1.525%. At June 30, 2008, the construction of the retentionbasin was still in progress and
the final construction costs were expected to be paid by the end of 2008.

ix



CITY OF HARBOR BEACH
MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR - July 1, 2007 to June 30, 2008

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

Budget

The current fiscal year budget (2008-09) is at $3,658,000, which is $224,000 less than the
2007-2008 fiscal year budget of $3,882,000. This decrease is mainly due to projects and purchases
such as an addition to City Hall, new cabineis in the City Hall office, and a new car, which total
$130,000. These items were budgeted in 2007-2008 but were not included in the 2008-2009 budget.
The budget for the water fund also decreased $50,000 from 07-08 to 08-09. Similar to 07-08, the
general fund budget projects only two funds in the City budget to receive an appropriation outgeing
transfer which amounts to only $12,000. As noted previously, large appropriation outgoing transfers
have been a major factor in a declining fund balance in the general fund. This reduction in
appropriation outgoing transfers should lead to a healthiergeneral fund in the current fiscal year.

The water fund continues to grow as additional customers are added to the City's water
distribution system. Last year, operation and maintenance of the water plant was privatized, which
did not save on expenditures, but didn'tincrease cests sither. The financial statements show that
the operating expenses stayed relatively stable from year end 2007 to yearend 2008. The sewer
fund is showing significant improvement over last year, even though it still operated at a loss. The
City has shown increased revenue from the substantial change in the biling of iIndustrial users, and
the operating expenses decreases of $63,806 from last fiscal year.

The City took steps to reduce heaith care costs which became effective April 1, 2008. Due
ta this change the 08-C8 fiscal year should have substantial reductions in health care costs from
fiscal year 07-08 and should be less than the health care costs forthe 06-07 fiscal year.

The current fiscal year budget for the City contains few major expenditures or projects for
2008-2009. The sewer fund has $60,000 budgsted to cover anticipated filter pressing. Thewater
fund operations continue to be contracted by Wade-Trim, Lastly, the equipment fund has $95,000
budgeted to purchase a new dump/plow truck. As mentioned earlier, the office remodel project and
construction of additional garage/storage space at City Hal have been again postponed.

Construction of the sanitary sewer retention basin project finished in the summer of 2008
and Wade Trim is finishing up in the fall of 2008. The project is being financed through a low-
interest (1.625%) State Revolving Fund loan (SRF) received from the State Department of
Environmental Quality (MDEQ). The two-million galion storage facility is budgeted at approximately
four million six hundred thousand dollars ($4,600,000). This debt service is being paid through an
increase in sewer rates for all Gity residential, commerdgal, and industrial customers.

The City will continue efforts to increase economic development through utilization of severai
state and federal grant and loan programs, where applicable. During the current fiscal year, the City
has received two grants from the Michigan Department of Natural Resources for a silt abatement
project at the Municipal Marina ($9,850) and for restoration of the City’s dredge disposal site
($22,163). The City anticipates submitting grant applications for a recreation enhancement projectin
association with the new sanitary sewer retention basin project. The goal is to transform the
retention basin into a2 useable recreation facility which will be a focal point in waterfront development
at the site.



CITY OF HARBOR BEACH
MANAGEMENT DISCUSSION AND ANALYSIS
FISCAL YEAR - July 1, 2007 to June 30, 2008

Examples of grant and loan programs the City has utilized include the Community
Development Block Grant (CDBG) program, Urban Land Assembly (ULA) loan program, Coastal
Zone Management (CZM) grants, Natural Resources Trust Fund program, and Land and YWater
Conservation Fund grants. Economic development programs the City has taken advantage of are
the establishment of a Local Development Finance Authority (LDFA), a Downtown Development
Authority (DDA), and a Brownfield Redevelopment Authority (BRA). The City continues efforts to
attract new business and industry and to encourage existing business and industry {o grow.

Rates

The revenue stream for the water fund has been excellent the last few years, mainly due to
annual increases in the water rate of two and ene-half percent (2.5%) and alsc in the sewer rate of
three and one-half percent (3.5%). However, the water rate has notincreased for the pravicus three
fiscal years due to excellent performance in the water fund due o additional customers from Sand
Beach Township, Huron Township and the Village of Forestville, These customers are billed at1 4
times the City residential rate. Negotiations for sale of water to Forester Township in Sanilac County
continue. The sewer rate increases of approximately twenty three and two tenths percent (23.2%)
onJuly 1, 2007 and another twenty one and four tenths percent (21.4%) on July 1, 2008 were solely
for the retirement of the bond that was issued for the sanitary sewer retention basin.

As stated previously, industrial customers of the City are paying a new, higher rate based on
their flow, which will bring in additional revenue. Also, industrial fee surcharges are being modified
to better reflect their unique composition of flow parameters to thewastewater treatment plant.

REQUESTS FOR INFORMATION

This financial report is designed to give the reader a basic understanding of the finances for
the City of Harbor Beach. Any guestions or regquests for financial information contained in this report
may be obtained by contacting the Treasurer, City of Harbor Beach, 766 State Street, Harbor Beach,
Michigan 48441,

xi
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CITY OF HARBOR BEACH, MICHIGAN

BALANCE SHEET ~- GOVERNMENTAL FUNDS
JUNE 30, 2008,

QOTHER
NONMAJCOR TOTAL
PARKS AND GOVERNMENTAL GOVERNMENTAL
GENERAL RECREATION FUNDS FUNDS
ASSETS
Cash % 581,066 5 50,028 % 890,921 % 1,522,015
Accounts recaivable 26,785 33 26,818
Accrued interast 1,301 1,101
Puz from other funds 221,222 500 221,722
Due fram ether governments 1,761 27.170C 28,931
Note receivable - Other funds 108,678 108,678
TOTAL ASSETS $ 939,512 $ 50,581 3 919,192 § 1,000,265
LIABILITIES AND FUND BALANCES
Liabilities:
Accounts payahle L 7.276 ] 2,857 5 1182 % 11,285
Accrued payroll and related taxes 44,200 4,636 3239 852,075
Due to other funds 4,808 29,986 9038 A3,832
Tatal liahilities | 06,284 37,479 13,439 107,202
Fund balances:
Unreserved, repared in:
General Fund 883,228 B83,228
Special Revenue Funds 13,082 727,507 740 589
Capital Projects 178.246 178.246
Total fund balances 883,278 13.082 805,753 T 1.802.063
TOTAL LIABILITIES AND FUND BALANCES 3 939,512 3 50,561 5 919,192 31,808,065

Thae accompanying noles are an integral
part of the financial statemants.

.
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CITY OF HARBOR BEACH, MICHIGAN

RECONCILIATION OF GOVERNMENTAL FUND BALANCES
TO GOVERNMENTAL ACTIVITIES NET ASSETS
JUNE 30, 2008

Total governmental fund balances $ 1,802,063

Amounts reported for governmental activities in the statement of net assets
are different because:

Capital assets used in governmental activities are not financial resoures
and therefore, are not reported in the funds. The cost of the assets is
$13,469,902 less the accumulated depreciation of $6,219,132. 7,260,770

Interest on general obligation and lease revenue bonds are not accrued
in governmental funds but rather is recognized as an expenditure

when due, (8,509)

Delinguent taxes receivable are not current financial resourees for the
governmental fund, 22,441

Internal service fund is not included in the governmental funds. 801,862

Long-term liabilities, including bonds payable, are not due and payable
in the current period and, therefere, are not reported in the funds. (1,089,784}

Net assets - governmental activities $ 8,798,843

The accompanying notes are an integral
part of the financial statements. -6-



CITY OF HARBOR BEACH, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

OTHER
NONMAJOR TOTAL
PARKS AND GOVERNMENTAL GOVERNWENTAL
GENERAL RECREATION EUNDS FUNDS
REVENUE:
Taxes §1,001,324 51,051,324
Llcenses and permils 700 700
Intergovermmenial 211,382 b 1.683 5 227242 440,606
Gharges for services 183,008 20,182 1776 “E04.987
Fines and fortgitures 6,113 §.113
Contributions 82,375 52,370
Miscellanaous 27,747 5475 30,641 63,863
TOTAL REVENUE 1,480,974 75,915 253,759 1,019,847
EXPENDITURES:
Current:
Loegislative 11,787 11,757
Elections 1,347 1,347
Fimancial and administration 296,174 6.600 302,774
Genarak 516,843 516,843
Police departmant 331,491 331,491
Planning 21,590 21,590
Siraet lighting 57,984 57,984
Sanitalion 091,956 91,906
Slreets 228,515 220,515
Parks and recraation 142,219 142,214
Capilal oullay 47,072 47,072
Debi service:
Principal 38,897 38,857
Intarest 23,847 R _ 23847
TOTAL EXPENDITURES 1,438,050 142,219 236,115 1.817.384
EXCESS OF REVENUE OVER (UNDER}
EXPENDITURES 41,214 (62,304} 23,544 2,554
OTHER FINANCING SOURCES {USES):
Sale of fixed agssets 813 414
Operaling transiers in 18,968 B5,000 77623 181,521
QOparating transfors (out) (12,000} ___[74.810) (R6,618)
TOTAL OTHER FINANCING SOURCES 6,968 55,813 3,005 75,788
EXCESS OF REVENUE AND OTHER SQURGES
OVER EXPENDITURES AND OTHER USES 48,182 3,500 26,648 78,340
FUND BALANCE - JULY 1 835,046 9,673 878,104 1,723,723
FUND BALANCE - JUNE 30 $ 883,228 5 13.082 & 008,753 5 I,BDE.DG%

The accompanying notes arz an integrai
part of Wie financial stalements, -7



CITY OF HARBOR BEACH, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO
THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008

Net change in fund balances - governmental funds $ 78,340

Amounis reported for governmental activities in the statement of activities
are different because:

Governmental funds report capital cutlays as expenditures. However, in the
Statement of Activities, assets with an initial, individual cost ef more than
$1,000 are capitalized and the cost is allocated over their estimated useful
lives and reported as depreciation expense. This is the amount by which
depreciation exceeded capital outlays in the current period.

Capital outlays $ 89,116
Depreciation expense (388,924)
{299,808)

Some expenseas reported in the Statement of Activitiesdo not require the usa
of current financial resources and, therefore, are not reported as expenditures
in governmental funds. 3,512

The net revenue of certain activities of the internal service fund is reported with
governmental activities. 72,585

Delinquent property taxes are not considered "available” revenues

and are not recarded in the governmental funds.

Beginning taxes receivable (20,411)
Ending taxes receivable 22,441
2,030

Bond proceeds provide current financial resources to governmental

funds, butissuing debl increases long-term liabilities In the Statement

of Nel Assets, Repayment of bond principal is an expendilure in {he

governmerdal funds, but the repayment reduces long-term liabilities

in the Statement of Nef Assets and does not affect the Statement of

Activities. In the current period, these amounts are:

Bond repayments 92,607
Change in accrued interest on bonds _{23,923)

Net effect 68,684

Change in net assets of governmental activities

The accompanying notes are an integral
part of the financial statements. -8-



CITY OF HARBOR, BEACH, MICHIGAN

STATEMENT OF NET ASSETS - PROPRIETARY FUNDS
JUNE 30, 2008

GOVERNMENTAL
ACTIVITIES-
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS INTERNAL
SEWER WATER NORTH PARK MARINA TOTALS SERVICE FUND
ASSETS
Current assots;
Cash 3 558,158 § 641,294 £ 14451 % 41,4885 % 1.255,798 % 829,872
Accounts receivable B1,220 92,979 174,208
Accrued interast recevable 523 928 1,451 1,004
Due from ather funds 15,849
Inventary . 23,791 22,791
Total current assets 538,510 735,201 14,451 64,686 1,454, 248 #8486, 774
Moncurrant assots:
Capital asscts 7,591,035 8,313,906 1,082,124 3,303,903 21,480,969 1,087,055
Lesxs accurmulaled depreciation (5,038,104)  (3,508,137) {613,538) (2.565,877) {11 885 567) (209,611)
Construgtion in prograss 4,139,071 4,133,071
Deferred charges G6,204 76,844 143,048
Tcotal noncurrent azsets 6 458,207 5,622,613 ..,.A88,585 728,023 13,877,451 177,484
Restricted asseols:
Cash.
Wastewaler treatmant replacament 135,001 135,00
Wastewaler bond reserve 37.748 37.748
Water systom rovanuz bond 101,735 101,734
Waler bongd resarve 317 4580 317,480
Water equipment replacement 122,625 422,625
Tatal restricted assets 172,748 841,810 1,014,580
TOTAL ASSETS 3 7870866 17,399,624 & 483,036 5 4713 116,346,235 1,024,259
LIABILITIES
Current liahilitios:
Accaunis payablg 5 72752 §  5B6,762 5 3,473 5 9,433 T 142420 & 2,740
Due to ather lunds 244 1.608 5,500 186,235 193,780
Accrued payrall and related taxes 5721 948 4,371 2,073 13,113 285
Accrued inlerest payable 18,087 24,225 49,111
Compansaied absences 13,305 5,Y33 2.867 21,905
Current maiurifies of debl 243,907 165,920 413,632
Total current labilitics ais.811 258,672 38,077 200,614 §34.174 3,025
Noncurrent liabilitios:
tang-lerm bonds payshle 4,796,125 4,867,998 0,664,121
Netas payable - other funds 108,578 . 1oe6e78
Total noncurrent labilities 4,796,125 4 857 DGR 108.673 0772601
Total liabilities 5,151,936 5,126 670 18,077 309,292 10,606,975 3,025
Investad in capitel assats, nat of relaled debd 1,751,976 707 .81 458,585 728,025 3656127 177,484
Reatricied for:
Debt service a7 748 419,185 456,933
Capilal projosts 135,001 423,525 557,626
Unrestncted 584, 205 723,303 {4,623} (244,601} 1,068,273 843,750
Total nel assoels 2518930 52,272,934 5 163,958 5 403,421 5,739,264 & 1,021,234
Adjusiment to reflect tho consalidation of Internal Service Fund activities reletad o
aniarprize funds 41,883

Net assels of business-lype activitics

The atcompenying notes dre an indsgral
panl of the fingncizl stotements.

§ 5781152



CITY OF HARBOR BEACH, MICHIGAN

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND
NET ASSETS - PROPRIETARY FLUNDS
FOR THE YEAR ENDED JUNE 30, 2008

GOVERNNEMTAL
BUSINESS-TYPE ACTIVITIES - ENTERPRISE FLINDS ACTIVITIES-
NORTH INTERNAL
SEWER WATER PARK MARINA TOTALE SERVICE FUND

OPERATING REVENLIE:

Charges for servicas 3 491,287 3 91,605 3 206,660 % 33,653 51,442,169 3 130,544

Permits 200 200 400

Sale af malerials and labor 9,673 7,887 133,220 149,779

Fire hydrant rantal 60,000 60,000
TOTAL OPERATING REVENUE 491,487 761,478 213,555 185,878 1,652,378 150,545
OPERATING EXPENSES:

Salares 168,809 16,957 49,524 98,078 31,049 9,419

Fringe benefits 85,74k 21,658 18,058 8,545 138,011 4,490

Administrative cosy 34,000 38,400 2,000 7.000 92,000 1,000

Cost of merchandlse & petrolzum sold 500 97,264 971,767

Supplics 9,511 1,761 B,B26 3,753 23,852 7.571

CHfice exponsn G601 739 1,339

Postape IR 196 91 1,078

Clothing 107 107

Chemicals 17,322 17,322

Professional services 1,136 342776 1,098 1,560 347 160 1,100

Contracted services 37,848 1,257 974 40,074

Community promotion 2,230 648 2,880

Tuolephone 1,159 a0 2,017 1,501 4,731 1213

Transportation 2,037 14 G40 2,687 21,6732

Insurence 7,847 5.120 1,249 4,964 19,180 4,677

Utilities 51,942 3,253 41,756 11,305 108,254

Equipment maintenance 8,328 384 B.Bay o407 24541 2,920

Maintenanee of mains 2,040 10,637 12,677

Equipment replacement 2,316 2,316

Repairs and maintenance 5,015 1,460 5,375

Eguipment rental 8,338 10,771 1,425 742 21,278

Licensas and tecs 2,143 633 2776

Sales lax 03 b.88q T84t

Diesal tax 1,977 1.877

Education and fraining 1,436 1,436

Dues and subscriptions 851 519 in 1,220

Capital aullay 2,088 2,088

Depraciation 295,801 163,335 32,087 85,110 576,434 51,048

Amorization 4,349 3,303 7,552

Gank eharges - Gradit cards i 1,378 1,347 4,725
TOTAL QOPERATING EXPENSES 758,928 20,474 179,064 915,780 R R 106,014
OPERATING INCOME {LOSS) _...[2BT4E9) 141,388 4,491 {8e,408) {180,585) 44,632
NONCOPERATING REVENUE {EXPENSE):

Interest income 25,605 52,684 3G 235 78,380 31,882

Property lax levy 182,687 136,684 329371

Contributions 28,200 28,200

Crant incoms 39,1450 38,150

Gale of auset ar 133 238 2,685

Bond intarest expense (47,403) {196, 195) (243.628)

PaYing agent fees (223 (448) {568)
TOTAL NONORPERATING REVENUE (EXPENSE) 238,073 (8.811) 56 25 231,244 34,877
INCOME [LOSS5) BEFORE OFERATING TRANSFERS {4, 346) 134,458 34,547 (85,383) 50,257 79,409

{Conlinuad) .10



CITY OF HARBOR BEACH, MICHIGAN

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND
NET ASSETS - PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2008

GOVERNMENTAL
BLISINESS-TYPE ACTIVITIES - ENTERPRISE FUNDS ACTIVITIES.
NCRTH INTERNAL
SEWER WATER PARK MARINA TOTALS SERVICE FUND
OTHER FINANCING SOURCES {LISES):
Operating transfars in 13,908 41,741 55,650
Operating translers out {77,623) (53,000) {132.623) -
TOTAL OTHER FINANCING 5GURCES (USES) (63,714) 41,741 {53.000) (76,873} -
CHANGE IN NET ASSETS ; (93,140) 176,229 {20,453) (89,383) {(26.717) 79,100
TOTAL HET ASSETS -~ BEGINNING 2,612,040 2,096,128 484,412 572,804 841,825
TOTAL NET ASSETS - ENDING § 20518.830 § 2272954 5 483850 5 433471 § 1,021,234
Adjustment o reflect the conselidalion af Intemat Bervice Fund activities ralated to
arterprisa funds 6,844
Changes in net assets af business-lype aclivilles 3 (19873)

The oceampanying nofes are an inlegral

pan ol he financial stalemants, =1t
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CITY OF HARBOR BEACH, MICHIGAN

STATEMENT OF NET ASSETS - FIDUCIARY FUND

ASSETS
Cash

JUNE 30, 2008

Accrued interest receivable

TOTAL ASSETS

NET ASSETS

Reserved for sick leave

TOTAL NET ASGETS

The accompanying notes are an integral
part of the financial statements.

-15-

EXPENDABLE
TRUST

$ 83,392
4

$ 83.39%

$ 83,396

§ 83,396




CITY OF HARBOR BEACH, MICHIGAN

STATEMENT OF ACTIVITIES
FIDUCIARY FUND
FOR THE YEAR ENDED JUNE 30, 2008

EXPENDABLE
TRUST
REVENUE:

Employer cantribution % 3,032

Intarest income 3,684
TOTAL REVENUE 6,716
EXPENDITURES:

Sick leave paymenis 29,243
EXCESS OF REVENUE (UNDER) EXPENDITURES (22,527)
OTHER FINANCING S0OURCES:

Operating transfers in 2,000
EXCESS OF REVENUE AND OTHER SOURGES

{(UNDER) EXPENDITURES (20,527}
NET ASSETS - JULY 1 103,923
NET ASSETS - JUNE 30 $ 83,306

The accompanying notes are an integral
part of the financial statements. -16 -



CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The City of Harbor Beach operates a Counci-Mayor form of government under provisions of a
revised charter dated May 18, 1965, and provides the following services as authorized by its charter: public
safety, (police, fire and inspection), highways and streets, sanitation, water, parks and recreation, public
improvements, planning and zoning, and general administration.

The City's financiai statements are prepared in accordance with generally accepted accounting
principles (GAAP). The Governmental Accounting Standards Board (GASB) is responsible for establishing
GAAP for state and local governments through its pronouncements (Statements and Interpratations).
Governments are also required to follow the pronouncements of the Financial Accounting Standards Board
(FASB) issued through November 30, 1989 (when applicable) that do not conflict with or contradict GASB
pronouncements. The accounting policies of the City conform to accounting principles generally accepted
in the United States of America as applicable to governmental units. The maore significant accounting
palicies established in GAAP and used by the City are discussed below.

REPORTING ENTITY:

In evaluating how to define the City for financial reporting purposes, management has considered
all potential compenent units. The decision to include a potential component unit in the reporting entity
was mada by applying the criteria set forth in the related GASB 14 pronouncement. The basic-but nof the
only-criterion for including & potential component unit within the reporting entity is the governing body's
ability to exercise oversight responsibility. The most significant manifestation of this ability is financial
interdependency. Other manifestations of the ability to exercise oversight responsibility include, but are
net limited to, the selection of governing authority, the designation of management, the ability to
significantly influsnce operations, and accountability for fiscal matters. The other criterion used to evaluate
potential component units for inclusion or exclusion from the reporting entity is the existence of special
financing relationships, regardless of whether the City is able to exercise oversight responsibilities. Based
upon the application of these criteria, the following is a brief review of each potential compenent unit
addressed in defining the City's reporting entity.

Excluded from the reporting entify:

~ Harbor Beach Historical Society - This potential component unit is excluded from the reporting
entity because the City does not have the ability to exercise influence or control over their daily operations,
approve budgets or provide funding.

Harbor Beach Cormmunity Fire Protection Association - The Association is a separate entity
formed by the City of Harbor Beach, Michigan and the Township of Sand Beach, both are located in Huron
County, Michigan. The Association began operating February 1, 1985, under the terms of an interlocal
agreement. The purpose of the Association is to provide fire protection to area property owners and
residents. The governing body consists of two representatives appointed by each constituent unit. The
Association is financed through assessments to the constituent units. The agreement states that the
Association will operate on a calendar year and that its books will be audited annually by a certified public
accounting firm chosen by the board. The Fire Department is excluded from the reporting entity because
the City does not have the ahbility to exercise influence or contral over its daily operations or approve
budgets. The assessment to the City of Harbor Beach for the year ended June 30, 2008, amounted to
$54,423.

Harbor Beach Community School District - This potential component unit has a separate
elected board and provides services to local residents of the Harbor Beach, Michigan area. The City does
not have the ability to exercise influence or control over its daily operations, approve budgets or provide
funding.

(Continued) -17 -



CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NQTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: {CONTINUED)
GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS:

The City's basic financial statements include both government-wide (reporting the City as a whole)
and fund financial statements (reporting the City's major funds). Both the government-wide and fund
financial statements categorize primary activities as either governmental or business type, The City's
police, parks and recreation, and general administrative services are classified as governmental activities.
The City's water, sewer, campground and marina are classified as bhusiness-type activities.

The government-wide financial statements (i.e., the statement of net assets and the statement of
activities) report information on all of the nonfiduciary activities of the City. For the most par, the affact of
interfund activity has been removed from these statements. Governmental activities, which normally are
supported by taxes and intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those which are clearly
identifiable with specific function or segment. Program revenues inciude 1) charges to customers or
applicants who purchase, use or directly benefit from goods, services or privileges provided by a given
function or segment and 2} grants and contributions that are restricted to meeting the operational or capital
requirements of a particular function or segment. Taxes and other items not properly included among
program revenues are reported instead as general revenues.

Separate financial staterents are provided for governmental funds and proprietary funds. Major
individual governmental funds and major individual enterprise funds are reported as separate columns in
the fund financial statements.

MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION:

The govemment-wide financial statements are reported using the sconomic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund financial statements.
Revenues are recorded when earmed and expenses are recorded when a liability is incurred, regardiess of
the timing of related cash flows. Property taxes are recognized as revenue in the year for which they
become available. Grants and similar items are recoghized as revenue as soon as all eligibility
requirements imposed by the provider have been met.

The use of financial resources to acquire capital assets are capilalzed as assets in the
government-wide financial statements, rather than reported as expenditures. Proceeds of long-term debt
are recorded as a liabllity in the government-wide financial statements, rather than as other financing
sources. Amounts paid to reduce long-term debt of the City are reported as a reduction of the related
liability, rather than as expenditures in the government-wide financial statements.

Governmental fund financial statements are reported using the current financial rescurces
measurement focus and the modified accrual basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to be available when they are
collectible within the cumrent period or saon enough thereafter to pay liabilities of the current period.
Expenditures generally are recorded when a liability is incurred, as under accrual accounting. However,
debt-service expenditures, as well as expenditures related to claims and judgments, are recorded only
when payment is due.

(Continued) 18-



CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUNMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION (CONTINUED):

State revenue sharing, charges for services, and sarned but unreimbursed state and federal grants
associated with the current fiscal period are all considered to be susceptible to accrual and so have been
recognized as revenues of the current fiscal period. Property taxes are measurable as of the date levied
(assessed) and are recognized as revenues when they become available. Available means when due, or
past due, and received within the current period or collected soon enough thereafter (within 60 days) to be
usad to pay labilities of the current period. All other revenues are considered to be measurable and
available only when cash is received by the City.

The accounts of the City are organized on the basis of funds, each of which is considered a
separate accounting entity. The operations of each fund are accounted for with a separate set of self-
balancing accounts that comprise its assets, liahilities, reserves, fund balance, revenues, and expenditures
or éXpenses as appropriate.

The City reports the following major governmental funds:

General Fund - The General Fund is the general operating fund of the City. It is used to account
for all finencial resources except those requirad to be accounted for in another fund.

Parks and Recreation Fund - The parks and recreation fund is a special revenue fund used to
account for the revenues and expenditures of the City's recreation programs.

The City reports the following major proprietary funds:
The Sewer Fund accounts for the activities of the City's wastewatzr treatment operations.
The Water Fund accounts for the activities of the City's water distribution system.

The North Park Fund provides campground facilities for overnight and seasonal campers and
recreational vehicles.

The Marina Fund provides sales of marine fuels, seasonal and overnight boat docking and boat
launching.

Additionally, the City reports the following nonmajor fund types:

Special Revenue Funds - Special Revenue Funds account for resources legally restricted to
expenditures for specified current operating purposes and for the enforcement of special services and
activities. The City accounts for the Major Street and Trunkline and Local Street in special revenue funds.

Capital Project Fund - The Capital Project Fund of the City accounts for the cost of constructing
a variety of public works projects and related debt service. Financing is provided by a general obligation
bond.

(Continued]) -19—



CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
MEASUREMENT FOCUS, BASIS OF ACCOUNTING, AND FINANCIAL STATEMENT
PRESENTATION: (CONTINUED)

Internal Service Funds - Internal Service Funds are used to account for the financing of goods or
services provided by one department or agency to other departments or agencies of the City or to other
governments on a cost-reimbursement basis. The Equipment Fund rents equipment fo other City funds
and departments at an hourly rate determined by the State of Michigan.

Fiduciary Fund Types:
Trust Funds - Trust funds are used to account for assets held by the City in a trustee capacity.

The City is in a trustee capacity in relation to the Sick Leave Fund.

As a general rule the effect of interfund activity has been eliminated frem the government-wide
financial statements. Exceptions to this general rule are payments to the General Fund by various
enterprise funds for providing administrative and billing services for such funds. Elimination of these
charges would distort the direct costs and program revenues reported for the various functions concerned.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating ravenues and expenses generally result from providing services and producing and delivering
goods in connection with a proprietary fund's principal ongoing operation. The principal operating revenues
of the Utility enterprise funds and the City's Infernal Service fund are charges to customers of the system.
Operating expenses for enterprise funds and the internal service fund include the cost of sales and
services, administrative expenses, and depreciation on capital assets. All revenues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

When both restricted and unrestricted resources are available for use, it is the City's policy fc use
restricted resources first, then unrestricied resources as they are needed.

BUDGETS AND BUDGETARY ACCOUNTING:
The City follows these procedures in establishing the budgetary data reflected in the financial
statermnents.

A. Formal budgetary integration is employed as a management control device during the year for
the General Fund and Special Revenue Funds as well as for ali Enterprise and Internal Service funds.
These budgets are adopted on a basis consistent with generally accepted accounting principles (GAAP).

B. The City Council approves, by ordinance, the total budget appropriations only. The City
Finance Officer is authorized to transfer budget amounts between departmants within any fund; however,
any revisions that alter the total appropriations of any fund must be approved by the City Council.
Therefore, the level of budgetary responsibility is by total appropriations; however, for report purposes, this
level has been expanded to a functional basis (Legislative, Election, Financial and Administration, General,
elc.).

C. Unused appropriations for all of the above annually budgeted funds lapse at the end of the
year.

D. The budget amounts shown in the financial statements are the final authorized amounts as
revised during the year.

(Continued) -20-



CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
BUDGETS AND BUDGETARY ACCOUNTING (CONTINUED):

Formal budgetary integration is employed as a management control device during the yaar for the
General Fund, Special Revenue Funds, Enterprise Funds, and the Capital Project Funds. In the General
Fund, budoets are adopted at the functional level and budgetary contral is exercised at the department
ievel. For Special Revenue Funds, budgets are adopted and control is exercised at the level of total
expenditures for each individual fund. For Capital Project Funds, budgets are adopted and control is
exercised at the project level.

CASH AND CASH EQUIVAILENTS:
The City considers all cerificates of deposit, money market accounts and highly liquid short term
investments with maturities of three months or less to be cash equivalents.

RECEIVABLES AND PAYABLES:

Activity between funds that are representative of lending/borrowing arrangements outstanding at
the end of the fiscal year are referred to as either “due toffrom other funds” {i.e. the current porficn of
interfund loans) or "advances toffrom other funds” (i.e. the noncurrent portion of interfund loans). All other
outstanding balances between funds are reporied as "due toffrom other funds”.

Other receivables at June 30, 2008 cansist of property taxes, state road taxes, and billings for user
charged services, including trash collections and utility services. Taxes, trash and utility charges are
deemed collectible in full.

PROPERTY TAXES:

Property taxes attach as an enforceable lien on property as of December 31. City taxes are levied
on the following December 1 and are payable without penalty through February 14. The City bills and
collects its own property taxes and also taxes for the county and school districts within its jurisdiction.
Collections and remittances of the counly and school taxes are accounted for in the current Tax Agency
Fund. City property tax revenues are recognized as revenues in the fiscal year lavied to the extent that
they are measurable and available. Delinquent taxes are expected {o be fully collectible and therefore no
allowance for uncollectible taxes is provided.

INVENTORY:

Inventory in the Marina Fund, a Proprietary Fund, is valued at the lower of cost or market on the
first-in first-out method.

CAPITAL ASSETS:

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items) are reported in the applicable governmental or business type
activities columns in the government-wide financial statements. Capital assets are defined by the
government as assets with an initial, individual cost of more than $1,000 and an estimated useful life in
excess of two years. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend asset lives are nof capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed. Inferest
incurred during the construction phase of capital assets is inciuded as part of the capitalized value of the
assets constructed.

(Continued) -21-



CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)
CAPITAL ASSETS: (CONTINUED)

Property, plant, and equipment of the City are depreciated using the straight iine method over the
following estimated useful lives:

Assets Years
Infrastructure 15 to 5C
Buildings 251to 50
Office equipment 5t015
Machinery and equipment 520
Vehicles 5t 8
Improvements other than buildings 20

Depreciation of capital assets used by gavernmental funds is charged as an expense against their
operations on the Statement of Activities. Accumutated depreciation is reported on the governmental fund
Statement of Net Assets. Depreciation expense for the year ended June 30, 2008, was $440,870. Capital
asset acquisitions in the governmental funds totaled $176,183 and disposals totaled $46,312 for the year
anded June 30, 2008. A summary of Governmenta!l Fund capital assets gt June 30, 2008, follows:

. 2008 2007

l.and 52,727,922 2,727,922
Land improvements 984,705 565,704
Buildings 605,283 606,283
Office furnishings 11,870 11,870
Equipment 279,188 272,775
Internal Service Fund asseis 1,087,095 1,046,340
Storm sewer 890,278 890,278
Roads 5,004,072 5,079,658
Other infrastructure 1,789.490 1,740,202
Total capital assets 13,469,903 13,340,032
Less accumulated depreciation (6,219,132) (5,824,574)
NET GOVERNNMENTAL FLIND CAPITAL

ASSETS $2.250.770 $7.515.458

Depreciation of capital assets used by business-type funds is chargad as an expense againsi their
operations. Accumulated depreciation is reported on business-type fund balance sheets. Depreciation
expense for the year ended June 30, 2008, was $576,434. Capital asset acquisitions in the business-type
funds totaled $87,353, and there were no asset disposals for the year ended June 30, 2008. A summary
of Business-Type Fund capital assets at June 30, 2008, follows:

{Continued) -22 -



CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED)

CAPITAL ASSETS: {(CONTINUED)

Buildings

VWater system

Sewer system

Harbor docks

Harbor and parking lot

Equipment

North Park sites and improvements
Total capital assets

Less accumulated depreciation
Construction in prograss

NET BUSINESS-TYPE FUND CAPITAL ASSETS

2008 2007
$4200,724  $4,200,724
4,847,347 4,847,347
2,254,364 2,254,364
799,646 799,648
1,896,483 1,857,224
7,115,618 7,067 524
366.788 366,788
21,480,969 21,393,818
(11,885,657) (11,300,223)
4,139.071 66,829
$13.734383 510,151,277

Depreciation expense was charged to funclions/programs of the City as follows:

Governmental activities:
General government
Public safety
Highways and public improvement
Sanitation
Parks and recreation
Internal service fund
Total depreciation expense — governmental activities

Business-type aciivities:
Sewar
Water
North Park
Marina
Total depreciation expense — business-type activities

LONG-TERM OBLIGATIONS

$ 18,845
18,724
300,280
2,004
49071
51,946
$440.870

$295,901
163,336
32,087
85110
$276.434

In the government-wide financial statements, long-term debt and other long-term obligations are
reporied as liabilities in the statement of net assets. Bond premiums and discounts, as well as issuance
costs, are amortized over the life of the bonds using the straight line method. Bonds payable are reported
net of the applicable bond premium or discount. Bond issuance costs are reported as deferred charges

and amoriized over the term of the related debt,

In the fund financial statements, governmental fund types recognize bond premiums and
discounts, as well as bond issuance costs during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt issuances are reported as other financing
sources while discounts on debt issuances are reported as other financing uses. Issuance costs, whether
or not withheld from the actual debt proceeds received, are reported as debt service expenditures.

(Continued) -23-



CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 1 - SUMNARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONTINUED}
USE OF ESTIMATES:

The process of preparing financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions regarding certain types of assels, liabilities,
revenues and expenditures. Such estimates primarily relate to unsetiled transactions and events as of the
date of the financial statements. Accordingly, upon settlement, actual results may differ from estimated
amounts.

NOTE 2 - BUDGET COMPLIANCE:
During the year ended June 30, 2008, the City incurred expenditures in the following fund which
werea in excass of the amount appropriated:

BUDGET, ACTUAL VARIANCE

General Fund:
Deht service $44,000 562,844 $(18,844)

The Parks and Recreation Fund did not have a balanced budget for the year ended June 30, 2008,
It was prepared at a level that created a projected fund deficit. The actual results did not result in a deficit,
however the original and final budgets projected a fund deficit.

NOTE 3 — CASH AND DEPOSITS:

As of June 30, 2008, the City has a carrying amount of $4,705,636 of deposits (cash and deposits)
in local banks and the bank balance was $5,014,281, Of the bark balance $500,000 was covered by the
Federal Deposit Insurance Corporation and $4,514,261 remained uninsured and uncoliateralized.

Michigan Compiled Laws Section 129.81, authorizes the City to deposit and invest in the accounts
of federally insured banks, credit unions and savings and loan associations; bonds, securities and other
obligations of the United States, or an agency or instrumentality of the United States in which the principal
and interest is fully guaranteed by the United States, including securities issued or guaranteed by the
Government National Mortgage Association; United States government or federal agency obligation
repurchase agreements; bankers' acceptance of United States banks; mutual funds composed of
investment vehicles which are legal for direct investment by local units of government in Michigan; and
commercial paper rated by two standard rating agencies within the three highest classifications, which
mature not more than 270 days after the date of purchase, and which involves no mere than 50 percent of
any one fund. Attorney General's Opinion Number 6168 states that public funds may not be deposited in
financial institutions located in states other than Michigan. The City's deposits are in accordance with
stafutory authority. The City's investment policy does not address interest rate risk or concentration of
credit risk.

(Continued) - 24 —



CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 4 — RESTRICTED ASSETS:

The amounts reported as restricted assets are held in separate accounts by the treasurer on
behalf of the City. These amounts are restricted for debt retirement and capital asset replacement for
the City's utility funds. The restricted assets as of June 30, 2008 are as follows:

Fund Amount
VWater and sewer construction $ 178,248
Sewer replacement 420,370
Sewer bond retirement 37,748
Water bond retirement 419,185
VWater equipment replacement 422 625
Total restricted assets 31478174

Net assets have been restricted for the above rastricted assets.

NOTE § — INTERFUND RECEIVABLES AND PAYABLES:
The balances of interfund receivables and payables are as follows:

Interfund Interfund

Fund Receivable Fund Payahle

General 221,222  General $ 4808
General-Notes Receivable 108,678  Parks and Recreation 29,986
Parks and Recreation 500 Major Street and Trunkiine 5,480
- Internal Service 15,808 Local Street 3,578
Sewer 244

Water 1,808

North Park 5,500

Marina 186,236

Marina — Note Payable 108,678

Totals $346,298 $346.298

NOTE 6 — CONSTRUCTION IN PROGRESS:

Included in construction in progress for the Sewer Fund is the amount of $4,138,071 which
represents engineering fees and construction costs through June 30, 2008 related to the sanilary sewer
retention basin project. The cost of this project is estimated to total approximately $4.6 milion and be
completed by December 2008.

NOTE 7 - COMPENSATED ABSENCES:

The City allows ane day per month sick leave; not to exceed 12 days per year, with unlimited
maximum accumulation. Al unused sick leave will be paid at one-half the current hourly rate of pay, up to
a maximum payment of $15,000, upon retirement with the City, provided that and conditional to the
employee having ten years or more employment with the City. Upon death of the employee, all unused
sick leave time will be paid to the employee’s beneficiary in accordance with the above mentioned formula.

The City has entered into an agreement with union employses whereby the City must deposit into
a special group savings account in the City's name, the total acorued unusad sick leave on December 31
of each year at one half the employees’ current hourly rate. Upon eligible retirement, an employee may
withdraw his credited balance including interest.  Should an employee exhaust his yearly allotted sick
leave, he then may draw one half days wages from his banked sick leave,

{Continued) -256—



CITY OF HARBOR BEACH, MICHIGAN
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 7 - COMPENSATED ABSENCES: (CONTINUED)

The City has entered into an agreement with union employees whereby the City must deposit inte
a special group savings account in the City's name, the total accrued unused sick leave on December 31
of each year at one half the employees’ current hourly rate. Upon eligible retirement, an employee may
withdraw his credifed balance including interest.  Should an employee exhaust his yearly allotted sick
leave, he then may draw one half days wages from his banked sick leave. The City will match the one half
day's wages at the employee’s current rate, The employee may continue to draw until his bank is
exhausted or the $15,000 maximum is reached, whichever comes first. The liability for accumulated
unpaid sick leave recorded in the governmental and business-type funds at June 30, 2008, is $66,226.

The City's policy is to permit employess to accumulate limited amounts of earned, but unused,
vacation benefits, which are vested in the employees. A long-term liability of $50,1686 of accrued vacation
benefits at June 30, 2008, has been recorded in the governmental and business-type funds, representing
the City's commitment to fund such costs from future operations.

NOTE B - LONG-TERM DEBT:

In 1988, the City approved a resolution that authorized a County Drain Assessment in the amount
of $586,350. The annual principal paymerts total $29,317 plus nterest at 6%. The assessment matures in
2019, The City has also issued a 2003 Instaliment Purchase Agreement for the purchase of land. The
agreement totaled $525,000 and will mature on April 1, 2018, The drain assessment and the purchase
agreement are recorded in the Governmental Activities, The long-term debt, principal and interest,
maturing in the nexi five years is as follows:

JUNE 30, JUNE 30, DUE WITHIN
2007 ADDITIONS RETIREMENTS 2008 ONE YEAR
Gavernmental activities:
County drain assessment $ 381,127 $ 29317 $ 351,810 % 29,317
[nstallment purchase
Agreement 450,000 30,000 420,000 30,000
Compensated absences 87810 3,423 94 487
Total governmental
activities $8290.037 $_062.740 $_59,317
INSTALLMENT COUNTY
PURCHASE DRAIN
JUNE 30, AGREEMENT ASSESSNMENT
2009 3 42,919 %$51,833
2010 41,963 49,957
2011 41,005 48,081
2012 44 969 46,204
2013 43 852 44 328
2014-2018 235,201 193,486
2019-2020 50,798 £64.263
Totals 500,707 498 164
L ess interest 80,707 146,353
Qutstanding principal $420,000 $351.810
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CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 8 - LONG-TERM DEBT: (CONTINUED)

The City of Harbor Beach has issued 1993 Water Supply and Distribution System Revenue
Bonds to aid in the construction of a water plant. The bond issue totaled $4.345 million dollars.
Twentytwo and twenty seven-hundredths percent (22.27%) of the issue is guaranteed thraugh
payments, by coniract with an industrial water user. A surety bond has been issued by an insurance
company securing the industrial water user's share of this project. The issue matures on November 1,
2032. The City has also issued 2000 General Ohligation Public Improvement Bonds to aid in the
replacement of the City's water and sewer lines. The bond issue totaled $2.79 million dollars. The
bond issue will mature on May 1, 2020. The City has also issued 2004 Capital Improvement Bonds.
The bond issue totaled $950,000 and will mature on May 1, 2024. During the year ended June 30,
2007, the City issued 2006 General Obligation Refunding Bonds in the amount of $2,250,000 to
advance refund the 2000 Public Improvement Bonds. The 2006 Refunding Bonds mature on May 1,
2020. On June 21, 2007, the City issued 2007 General Obligation Limited Tax Bonds to aid in the
construction of a sewer retention basin for the City's wastewater system. The bond issue totaled $4.555
million dollars. The bond issue will mature on April 1, 2028. Bonds and other long-term debt currently
outstanding are as follows:

JUNE 30, JUNE 30, DUE WITHIN
2007 ADDITIONS RETIREMENTS 2008 ONE YEAR
Business-type activities:
Bonds payable:
Capital improvement $ 845,000 $ 35,000 $ 810,000 $ 40,000
Water supply and
distribution 3,118,000 70,000 3,049,000 74,000
Public improvement 290,000 85,000 205,000 95,000
Refunding bonds 2,245 000 15,000 2,230,000 20,000
Sanitary sewer retention
basin $4,022 423 4022423 195,000
Compensated absences 39,155 17,250 21,805
Total business-type
activities $6.538.155  $4.022.423 $222250  $10.338.328  $424.000

The long-term debt, excluding compensated absences, principal and interest, maturing in the next five
years is as follows:

CAPITAL WATER PUBLIC SANITARY TOTAL
IMPROVE- SUPPLY AND IMPROVE- REFUNDING  SEWER LONG-
JUNE 30, MENT  DISTRIBUTION  MENT BONDS  RETENTION TERM DEBT
2009 $ 78,080 § 232,130 $105506  § 100,400 $ 258,467 $ 783,583
2010 76,520 231,167 115,638 108,650 262,196 794,171
2011 74,020 231,019 232,900 258 946 797,785
2012 73,260 231,635 242,100 260,696 807,591
2013 76,540 231,015 245 700 257,364 810,619
2014-2018 366,675 1,153,678 1,387,500 1,300,309 4,208,362
2019-2023 359,290 1,150,112 626,200 1,298,903 3,434,505
2024-2028 73,605 1,144,518 771,672 1,089,795
9029-2031 594,004 594,004
Totals 1,178,890 5199478 221144 2,852,450 4668553 14,220,515
Less interest 368,890 2 150,478 16,144 722,450 646,130 3,904,092

Ouistanding
principal $_810,000 $3.049.000 $205000  $2.230,000 $4.022423  $10.316423

(Continued) 97 .




CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 8 - LONG-TERM DEBT: (CONTINUED)

Total interest costs incurred and charged to expense for the governmental activities and the
business-type activities for the year ended June 30, 2008 amounied to $47.870 and $243,628,
respectively. In addition, $33,175 of interest was capitalized as part of the consfruction costs of the sewer
retention basin being built during the fiscal year.

On December 21, 2008, the City issued $2,250,000 in general obligation bonds with an average
interest rate of 3.84 percent to advance refund $2 070,000 of outstanding bonds with an average
interest rate of 5.32 percent. The net amount paid to the escrow was $2,174,867, which was used to
pay off $2,070,000 of the old general obligation bonds leaving an outstanding balance of $365,000. As
a result, $2,070,000 of the old bonds are considered o be defeased and the liahility for those bonds
has been removed from these financial statements. The cash flow requirements on the refunded bonds
prior to the advance refunding were $3,654,820 from 2007 through 2020. The cash flow reguirements
on the 2006 refunding bonds are $3,094,967 from 2007 through 2020. The advance refunding resulted
in an economic gain (difference between the present value of the debt service payments on the old and
new debt) of $506,713. The deferred |loss on the advance refunding was $104,867. As of June 30,
2008, $2,070,000 of the refunded bonds is still outstanding and will be paid on May 1, 2010.

NOTE 9 — PROPERTY TAXES:

Property taxes are levied based on the taxable value of property located in the City. Assessed
value is established annually and equalized by the State at an estimated 50% of current market value. A
comparison of the assessed and taxable property values for the 2007 tax levy is as follows:

ASSESSED TAXABLE

VALUE VALUE
Real property-Regular rol| $51,455,900 545,150,405
Pearsanal property-Regular roll 9,777,400 9,777,400
TOTAL $ 61,233,300 $54,927.805

The City is permitted, by charter, to levy up to $20 (20 mills} per $1,000 of taxable value for general
governmental services including debt service, For the year ended June 30, 2008, the City levied 14.81
mills for general governmental services and 4.67 mills for debt service. Total millage levied was 19.58.

NOTE 10 — INTERFUND TRANSFERS:
Interfund transfers for the year endad June 30, 2008 were as follows:

Transfer In Transfer Cut Purpose Amount
General Fund Capital projects Debt retirement % 18,068
Parks and recreation General Fund Cperations 10,000
Parks and recreation North Park Fund Operations 55,000
Capital Project Sewer Fund Construction costs 77,623
Sick Leave Fund General Fund Set aside funds for sick leave 2,000
Sewer Fund Capital Project Debt retirement 13,908
Water Fund Capital Project Debt retirement 41,741

$219,241
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CITY OF HARBOR BEACH, MICHIGAN

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2008

NOTE 11 — PENSION PLAN:

1. Plan Description - The City participates in the Michigan Municipal Employess Retirement
System, an agent multiple-employer defined benefit pension plan that covers all full-time employees of the
City. The system provides retirement, disability and death benefits to plan members and their
beneficiaries. The Michigan Municipal Employees Retirement System issues a publicly avaiiable financial
report that includes financial statements and required supplementary information for the system. That
_report may be obtained by writing to the System at 1134 Municipal Way, Lansing, Michigan 48917.

2. Funding Policy — The obligation to contribute to and maintain the system for these emplovees
was established by negotiation with the City’s collective bargaining units and requires a confribution from
the employees of 3% of the first $4,200 of annual compensation and 5% cf portions over $4,200.

3. Annual Pension Cost - For the year ended June 30, 2008, the City's annual pension cost of
535,086 for the plan was equal {o the City's required and actual contribution. The annual required
contribution was determined as part of an actuarial valuation at December 31, 2007, using the entry actual
age cost method. Significant actuarial assumptions used include (a) an B% invesiment rate of return, (b)
projected salary increases of 4.5% per year, and (¢) 2% per year cost of living adjustments. Both (a) and
{b) include an inflation component of 3%. The actuarial value of asseis was determined using technigques
that smooth the effects of short-term volatility over a four-year period. The unfunded actuarial liability is
being amortized as a level percentage of payroll on a closed basis.

NOTE 12 - UNEMPLOYMENT BENEFITS:

The City has elected to be treated as a reimbursing employer for unemployment purposes. Any
unemployment benefits paid to City employees by the Michigan unemployment fund must be reimbursed
by the City on a dollar for dollar basis. The contingent liability for unemployment benefits is not recognized
in the accompanying financial statements. The expense is recegnized at the time the City becomes liable
to the State of Michigan for unemployment benefits paid.

NOTE 13 — RISK MIANAGEMENT:

Property, Habilly and worker's compensation insurance and health and disability benefits are
contracted by the City with commercial insurance providers. For the year ended June 30, 2008, there
have been no significant reductions in insurance coverage. Settlement amounts have not exceeded
insurance coverage for the current year or the three prior years,

-20.



REQUIRED SUPPLEMENTAL INFORMATION

-30 -



CITY OF HARBOR BEACH, MICHIGAN

GENERAL FUND
SCHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE -
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET
REVENLUE:
Taxes:
Current property taxes $ 1045000 & 1,052,000 $§1,050,198 i {1,802)
Delinquent taxes 818 819
Trailer park taxes 500 300 267 7
Total taxes 1,045,500 1,052,300 1,051,324 {978)
Licenses and permits:
Building permits 3,080 700 700 -
Intergovernmental;
Federal grants 1,000 1,120 120
otate revenue sharing:
Sales tax - Constitutional 95,000 125,000 125,607 607
Sales tax - Statutory 75,000 82,000 82,839 839
Liquor license 500 2,000 1,816 {184)
Total intergovernmental 170,500 210,000 211,382 1,382

Charges for services:

Trash pickup collections 90,000 82,000 82,750 750
Charges for fees and services 110,000 100,000 100,259 259
Total charges for services 200,000 182,000 183,008 1,008
Fines and forfeitures 10,000 6,000 6113 113

Miscellaneous:

Interest income 50,000 16,404 16,404
Sale of property 25,000 25,000 (25,000}
Contributions 6,000 6,000 7.443 1,443
Rents and leases 15,000 15,000 3,800 (11,100}
Total miscellaneous 96,000 46,000 27,747 (18,253)
TOTAIL REVENUE 1,525 000 1,487,000 1,480,274 (18.726)
EXPENDITURES:
Legislative:
Council and mayor salaries 7,000 7,000 5,940 60
Fringe benefits 500 600 569 KN
Conferences and workshops 3,000 3,000 2,939 &1
Supplies 500 200 136 G4
Community promotion 1,000 1,200 1,173 27
Total legislative 12,000 12,000 11,757 243

(Continued) a1



Elections:
Salaries
Fringe benefits
Office supplies
Postage
Frinting and publishing
Contracted services
Total elections

Financial and administration:
Salaries
Fringe benefits
Postage
Professional services
Contracted services
Office supplies
Telephone
Transpertation
Conferences and workshops
Community promotion
Insurance
Assessor
Board of review

Total financial and administration

General:
Salaries
Fringe banefits
Supplies
Postage
Clothing
Professional services
Contracted services
Engineering fees
Transpertation
Community promaotion
Mrinting & publishing
Insurance
Utilities
Repairs and maintenance
Equipment rental
Dues and subscriptions
Building lease
Sidewalk maintenance
Hydrant rental
Education

Total general

(Continued)

CITY OF HARBOR BEACH, MICHIGAN

GENERAL FUND
SCGHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE -

BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET  ACTUAL  FINAL BUDGET
1,000 1,100 1,063 37
200 10D 69 31
200 100 115 (15)
200 100 100
200
200
2,000 1.400 1,347 53
170,000 176,000 175,600 400
60,000 84,000 84,644 (644)
1,000 1,000 849 151
5,000 4,500 4,362 138
2,000 1,200 1,173 27
1,500 1,500 1,410 90
2,500 3,000 2,986 14
1,000 2100 2,097 3
3,000 2,600 2,505 5
1,000 200 240 {40)
1,000 900 697 203
16,000 19,000 18,754 245
2.000 800 768 32
266,000 296,800 208,174 526
128,000 146,000 145,931 59
80,000 118,000 117,726 274
10,000 10,500 10,601 (1)
1,000 700 653 47
1,000 800 760 40
16,000 16,800 15,067 1,733
75,000 56,300 66,251 49
1,000
1,000
3,000 1,300 1,310 (10)
2,000 2,100 2,044 56
40,000 27,000 26,897 103
20,000 14,600 14,603 (3)
10,000 5,000 4,974 26
45,000 45,300 45,276 24
1,000 2,500 2,535 (35)
1,600 1,575 25
9,000
60,000 60,000 60,000
1.000 700 842 58
504,000 519,300 516,843 2,457
-32 .



CITY OF HARBOR BEACH, MICHIGAN

GENERAL FUND
SCHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCGE -
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET

Police depariment:

Salaries 225,000 212,000 211,941 59
Fringe benefits 30,000 77,000 77,078 (78)
Postage 200 100 66 34
Supplies 2,000 4,000 3678 322
Pues and subscriptions 1,000 100 100
Uniforms 1,000 400 410 (10)
Cleaning allowsnce 400 400 439 {39)
Professional services 8,000 65,200 6,170 30
Telephone 4,000 3,700 3,701 (1)
Palice car maintenance 13,500 14,300 14,280 20
Insurance 14,000 13,600 13,627 (27
Education and training 1,800
Total police department 331,000 331,800 331,481 309
Planning:
Salaries 15,000 19,000 18,750 250
Fringe benefits 2,000 1,500 1,459 11
Professional services 1.000
Printing and publishing 500 100 25 75
Telephone 500
Supplies and tools 1,000 1,100 1,120 (20)
iPostage 5 {b)
Conferences 500 200 200
Total planning 20,500 21,800 21,680 310
Street lighting 68,000 58,000 57,984 16
Sanitation:
Contracted services 88 000 92,000 91,956 44
Capital Qutlay:
Land improvemants 66,000 42,000 41,847 353
Financial and administration 37.000 1,000 774 226
General 95,000 2,000 2,830 170
Police 5,000 1,800 1,821 (21}
Flanning 500
Total Capital Qutlay 203,500 47,800 47,072 728

{Conlinued) -33.



CITY OF HARBOR BEACH, MICHIGAN

GENERAL FUND

SCHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE -
BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2008

ORIGINAL FINAL VARIANGE WITH
BUDGET BUDGET ACTUAL FINAL EUDGET
Debt Service:
Principal 45,000 30,000 38,897 (8,897)
[nterest expense 15,000 14,000 23,947 (9,847)
Total Debt Service 60,000 44,000 62,844 {18, 644)
TOTAL EXPENDITURES 1,565,000 1425000 1,430,060 (14,080)
EXCESS OF REVENUE OVER (UNDER)
EXPENDITURES (40,000 72,000 41,214 (30,7866)
OTHER FINANCING SOURCES (USES):
Operating transfers in 50,000 18,868 18,968
Operating transfers aut {10,000) (12,000) {12,000)
TOTAL OTHER FINANCING SOURCES
(USES) 40,000 (12,000 5,968 18,968
EXCESS OF REVENUE AND OTHER
SOURGCES OVER EXPENDITURES
AND OTHER USES - 60,000 45,182 (11,818)
FUND BALANCE - JULY 1 835,046 835,045 835,048
FUND BALANCE - JUNE 30 5 835046 § 895046 $ B83.228 ¥ (11,818)
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CITY OF HARBOR BEACH, MICHIGAN

PARKS AND RECREATION FUND
SCHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE -
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET
REVENUE:
Rentals 5 3,000 3 3150 & 3,200 ] 50
Recreation fees 7,000 5.600 5,664 &4
Trip and entrance fees 9,000 8,700 8818 118
Storage fees 2,500 2,500 2 500 -
interest income 500 800 830 30
Miscellanecus incomea 4,600 4,645 45
Grant income 1,850 1,883 33
Contributions 22,000 52,200 52 375 175
TOTAL REVENUE 44,000 79,400 79,915 515
EXPENDITURES;
Salaries 27,800 30,800 30,737 63
Fringe benefits 7.5800 11,000 10,795 205
Cffice expense 200 165 35
Supplies and lools 16,300 28,850 29,394 (744)
Professional services 2,000 1,899 1
Contracted services 100 1,400 1,358 42
Transportalion 00 2060 144 56
Community promotion 500 -
Sanctioning fees 1,500 1,500 1,418 , g2
Printing & publishing 1,800 1,300 1,290 10
Postage A00 250 253 (3)
Insurance 2,500 2,100 2,088 12
Utilities 12,300 14,400 14,170 230
Repairs and maintenance 14,500 19,300 18,1899 101
Land improvements 2,664 (2,664)
Equipment rental 2,400 800 562 38
Pues and subscriptions 300 250 a0
Siate sates tax 300 3N (11}
Depreciation 90,000 43,900 43,800
Event charges 1,000 500 470 30
Entertainment 4 000 7,500 . 7.487 33
Special event expenses 13.800 17,500 17,484 16
Umpire fees 1,000 1,060 1,000
Capital outlay o900 -
TOTAL EXPENDITURES 199,000 184,700 142,219 42,481
EXCESS OF REVENUE [UNDER} o
EXPENDITURES (155,000) (105,300) (62,304) 42,996
OTHER FINANCING SOURCES (USESB):
Sale of fixed asset 800 813 13
Operaiing transfers in 65.000 645,000 65,000 -
TOTAL OTHER FINANCING SOURCES 65,000 65,800 65,813 13
EXCESS OF REVENUE AND OTHER SOURCES o
OVER {UNDER)} EXPENDITURES {50,000) {39.500) 3,609 43,008
FUND BALANCE -JULY 1 §,573 8573 8.573
FUND BALANCE - JUNE 30 $__[Bo4z7) 5 (Z9gey) §_ 13082 § 43,009
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CITY OF HARBOR BEACH, MICHIGAN

SCHEDULE OF FUNDING PROGRESS - EMPLOYEE RETIREMENT SYSTEWM

Actuarial
Valuation
Date
1213172007
12{31/2006
12/31/2005
12/31/2004
12/31/2003

FOR THE YEAR ENDED JUNE 30, 2008

Actuanal Actuarial

Value of Accrued
Assets Liability (AAL)

(a) (b)

5,046,029 $ 5,068,510
4 697,755 4,647 940
4,336,715 4,345 Q77
4,042,777 3,088,975
3,753,889 3,460,849

$

Unfunded
AAL Funded

(LALL) Ratio

(b} - (a) (afh)
22481 09.6%
(48,815)  101.1%
8,362 98.8%
(55,802) 101.4%
(284,140) 108.2%

- 36 -

Cavered
Payroll
[
798,368
023,848

912,706

889,480
850,616

UAAL asa
Percentage of
Covered Payroli
{{b - a}ic)

2.8%
-5.4%
0.9%
-6.3%
-33.4%
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CITY OF HARBEOR BEACH, MICHIGAN

MAJOR STREET AND TRUNKLINE FUND
SCHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE -
BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

ORIGINAL  FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET

REVENUE:
Intergovernmental:
Gas and weight tax $ 80,000 § 95000 § 95045 3 45
State trunkline maintenance 26,000 24,000 27,080 3,080
Total intergovernmental 106,000 119,000 122,105 3,108
Miscellaneous:
Charges for services B0O 768 (32)
interest 10,000 11,200 11,750 5560
TOTAL REVENUE 116,000 131,000 134,623 3,623
EXPENDITURES:
Construction:
Salaries 4 000 - - -
Fringe benefits 1,000 - - -
Totai construction 5,000 - - -

Routine maintenance:

Labor 10,000 8.200 8,178 22

Fringe benefits 5,000 4,100 4074 26

Materials 3,000 2,800 2,686 214

Repairs and maintenance 15,000 7,800 7,775 25

Equipment rental 9,000 9,000 8,880 120
Total routine maintenance 42 000 32,000 31,584 406
Traffic services:

Labaor 1,000 200 148 54

Fringe benafits 100 100 67 33

Materials 400 .

Equipment rental 500 100 89 1
Total traffic services _ 2,000 400 311 B3
Winter maintenance:

Labor 12,000 11,400 11,334 866

Fringe benefits 5,000 4,300 4 408 o2

Materials 3,000 8600 600

Equipment rental 12.000 16,500 16,308 192
Total winter maintenance 32 000 33,000 32,650 350
Administrative:

Administrative cost 3,000 3,000 3,000

Professional services 2,000 800 800 -
Total administrative 5000 3,800 3,800 -

{Continued) -40 -



CITY OF HARBOR BEACH, MICHIGAN

MAJOR STREET AND TRUNKLINE FUND
SCHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE -

BUDGET AND ACTUAL

FOR THE YEAR ENDED JUNE 30, 2008

Trunkline Maintenance:
Labor
Fringe benefits
Materizls
Contracted services
Equipment rental

Total trunkline maintenance

Sidewalks:
Labar
Fringe benefits
Materizals
Eqguipment rental
Sidewalk cleaning/snow remaval
Land impravements
Total sidewalks

TOTAL EXPENDITURES

EXCESS OF REVENUE OVER
EXPENDITURES

FUND BALANCE - JULY 1

FUND BALANCE - JUNE 30

ORIGINAL  FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL FINAL BUDGET
9,000 7,600 7,584 18
5.000 4100 4,083 37
5,000 3,500 3,483 37

1,000 - -

10,000 12.800 12 760 40
30,000 28.000 27,869 131
2 400 2,402 (2)
1,100 1,089 11
300 260 40
1,500 2,928 (1,428)
1,300 1,300
3,800 3,682 11§
10,400 10,361 39
116,000 107,600 106,585 1,014
- 23,400 28,038 4 637

296,280 296,280 298,280
$ 206,280 $318,680 $324,318 $ 48637

A1 -
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CITY OF HARBOR BEACH, MICHIGAN

LOCAL STREET FUND

SCHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE -

BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

ORIGINAL FINAL
BUDGET BUDGET ACTUAL

VARIANCE WITH

FINAL BUDGET

3 (4)
341
337

636

644
981

23
68

86

77
60
71
28
3a

271

18
74

111

25
(2)

(3}
10

29

REVENUE:
Intergovernmental:
Gas and weight tax ¥ 30000 % 34900 $ 34,8598
County road millage 70,000 70,000 70,341
Total intergovernmental 100,000 104,000 105,237
Miscellaneaus:
Interest 15,000 13,500 14,136
Charges far services 5,000 1,000 1,008
Total miscellaneous 20,000 14,500 15,144
TOTAL REVENUE 120,000 119400 120,381
EXPENDITURES:
Construction:
Labor 17,000 3,800 3,777
Fringe benefits 3,000 2,300 2,232
Materals 20,000 3,700 6,698
Equipment rental 1,700 1,708
Total construction 40,000 14,500 14,414
Rautine maintenance:
Labor 12,000 9,700 8,623
Fringe benefits 6,000 4,800 4,840
Materals 4 000 2,200 2,129
Repairs & maintenance 12,000 7,800 7,772
Equipment renial 8,000 11,800 11,7685
Total routine maintenance 42 000 36,400 36,128
Traffic services:
Labor 1,000 300 282
Fringe benefits 500 200 126
Egquipment rental 800 1,000 981
Total traffic services 2,000 1,500 1,388
Winter maintenance:
Labor 12,000 12,800 12,875
Fringe benefits 6,000 4,900 4,902
Materials 2,000 900 903
Equipment rental 12,000 17,200 17,190
Tatal winter maintenance 32,000 35,800 35,871
Administrative:
Administratian cosl 2,000 2,000 2,000
Professional services 2,000 aon 800
Total administrative 4 000 2,800 2,800

(Continued) -42 -



CITY OF HARBOR EEACH, MICHIGAN

LOCAL STREET FUND

SCHEDULE OF REVENUE, EXPENDITURES AND CHANGE IN FUND BALANCE -

BUBGET AND AGTUAL

FOR THE YEAR ENDED JUNE 30, 2008

Sidewalks:
Labor
Fringe benefits
Materials
Equipment rental

Sidewalk cleaning/snow removal
Land improvements

Total sidewalks

TOTAL EXPENDITURES
EXCESS OF REVENUE
{(UNDER) EXPENDITURES
FUND BALANCE - JULY 1
FUND BALANCE - JUNE 30

ORIGINAL FINAL VARIANCE WITH
BUDGET BUDGET ACTUAL  FINAL BUDGET
18,700 16,192 2,508
9 400 7,610 1790
300 260 40
4400 10,812 (6,412)
1,200 1,200
5000 4063 _ oaz
30000 38927 73
120000 130,100 129,530 T 570
_ (10700)  (9,149) 1,551
412,338 412339 412339
5 412339 $401639 $403,190 5 1551
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CITY OF HARBOR BEACH, MICHIGAN

SEWER FLUIND

SCHEDULE OF REVENUE AND EXPENSES - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

OPERATING REVENUE:
Sewer service charge
Sewer permits

TOTAL OPERATING REVENUE

OPERATING EXPENSES:
Salaries
Fringe benefits
Administrative cost
Dues and subscriptions
Supplies
Postage
Clothing
Chemicals
Education and training
Frofessional services
Contracted services
Licenses and fees
Telephone
Transportation
Insurance
Litilities
Equipmeant mainienance
Repairs and malnlenance
Equipment renial
Sewer main mainienance
Equipment replacement
Capital outlay
Depreciation
Amoriization

TOTAL OPERATING EXPENSES

OPERATING LOSS

NONCPERATING REVENUE (EXPENSES):

Interest income

Sale of fixed assets
Praperty tax levy
Contributions

Grani revenue

Bond inlerest expense
Paying agent fees

TOTAL NONOPERATING REVENUE

(LOSS) BEFORE OPERATING TRANSFERS (180,300)

OTHER FINANCING SOURCES (USES):

Operating transters in
Operating transfers out

TOTAL QTHER FINANCING (USESB)}

NET (LOSS)

FINAL

BUDGET ACTUAL  VARIANCE
$ 400,500 § 491287 % 787
200 200 -
490,700 _ 491,467 767
173,500 168,889 4611
86,800 89,746 (2,946)

38,000 38,000
700 651 49
9,500 9,511 (11)
800 791 9
100 07 )
17,400 17.322 78
1,500 1.436 84
6,100 1,136 4,984
46,400 37,846 B,554
2,200 2,143 57
1,200 1,159 41
2,000 2,027 (27)
5,100 7,847 (2,747)
52,000 51,842 58
8,400 B,338 62
5,000 5,015 (15)
8,400 8,338 62
2,000 2,040 (40)
25,000 2,316 22 684
2,100 2,088 12
205,000 295901 (9071)
1,000 4,349 (3,348)
790,200 750,938 31,262
(299,600)  (?67.469) 32,031
22,500 25,605 3,105
87 BY
115,600 192,687 77.087
28,200 28,200
39,150 38,160
{(1B,800)  {47,433) (28,533)
(222) (222)
119,200 238,073 118,873
150,804
- 13,909 13,909
{127.'100) (77.623) 49,477
{127,100y  (B3,714) 63,386
$(307.400) § (93.110)  $ 214,290
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CITY OF HARBOR BEACH, MICHIGAN

WATER SUPPLY FUND
SCHEDULE OF REVENUE AND EXPENSES - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

OPERATING REVENLUE:
Water sales
Sale of material and labor
Water permits
Fire hydrant rental

TOTAL OPERATING REVENUE

OPERATING EXPENSES:
Salaries
Fringe benefits
Administrative caost
Supplies
Postage
Professional services
Contracted services
Telephone
Transportation
insurance
Utilities
Equipmeant maintznance
Repairs and maintenance
Maintenance of mains
Equipment rental
Equipment replacement
Bepreciation
Amartization

TOTAL OPERATING EXPENSES

QPERATING INCOME

NONOPERATING REVENUE (EXPENSES):
interest income
Sale of fixed assets
Property laxes
interest expense
Paying agent fees

TOTAL NONOPERATING REVENUE (EXFENSE)
INCONME BEFORE OPERATING TRANSFERS

OTHER FINANCING SOURCES:
Operating transfers in

NET INCONE

FINAL

BUDGET ACTUAL VARIANCE
$ 714,000 $ 691605  § (22,395)
9,700 9,672 (28)

200 200 -

50,000 60,000 -
783,900 - - 761,478 . (22,422)
28,300 15,157 13,143
21,600 21,659 (59)

38,000 38,000 .
1,800 1,761 39
600 601 )
345,000 342,776 2,224
1,200 1,257 (57)
50 (50)
15 (15)
5,000 5,120 (120)
3,300 3,292 B
1,000 934 16
1,400 1,360 40
10,600 10,837 (37)
10,800 10,771 29
21,300 21,300
163,200 163,336 (136)
3,303 (3,303)
653,100 620,079 33,021
130,800 141,399 10,599
51,000 52,894 1,804
153 153
136,684 136,684
(131,000)  (196,195) (65,195)
(446) (446)
(80,000 (5,911) 73,089
50,800 134,488 83,688
41,741 41,741

$ 50,800 § 175229

$ 126,429




CITY OF HARBOR BEACH, MICHIGAN

NCRTH PARK FUND
SCHEDULE OF REVENUE AND EXPENSES - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

FINAL ‘
BUDGET ACTUAL VARIANCE
OPERATING REVENUE:

Charges far services $ 205,300 % 205,668 $ 368

Sale of materials 8,000 7,887 {113)
TOTAL OPERATING REVENUE 213,300 213 555 2565
OPERATING EXPENSES:

Salaries 49,800 49 924 (124)

Fringe benefiis 16,100 18,058 42

Administrative cost 9,000 8,000 -

Supplies and tools 8,900 B,826 74

Merchandise 500 500 -

Professional services 2,000 1,998 2

Contracted services 1,000 971 29

Telgphone 2,000 2,017 (17)

Community premotion . 2,300 2,230 70

Postage 200 196 4

Insurance 1,300 1,249 51

Utilities 40,800 41,756 (958)

Repairs and maintenance 5,800 6,837 (37)

Equipment rental 1,500 1.425 75

Cues and subscriptions 500 518 (19

State sales tax 100 83 7

Cepreciation 32,100 32,087 13

Bank Charge - Credit cards 1,400 1,378 22
TOTAL OPERATING EXPENSES 178,300 179,064 (763)
OPERATING INCOME 35,000 34,41 (509)
NONOPERATING REVENUE:

Interest income ] 58
INCOME BEFORE OPERATING TRANSFERS 35,000 34,547 {453)
OTHER FINANCING {USES):

Operating transfers out {532,000} (£5,000)

NET LOSS $ (20,000) § (20,453)
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CITY OF HARBOR BEACH, MICHIGAN

MARINA FUND

SCHEDPULE OF REVENUE AND EXPENSES - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

OPERATING REVENUE:

Charges for marina services
Sale of marina material and labor

TOTAL OPERATING REVENUE

OPERATING EXPENSES:
Salaries

Fringe benefits
Administrative cost
Office expense

Supplies and tools
Merchandise
Professional services
Telephone
Transportation
GCommunity promeotion
Postage

Insurance

Utilities

Repairs and maintenance
Equipment renta)

Dues and subscriptions
License

Diesel tax

State sales tax
Deprecialion

Bank Charge - Credit cards

TOTAL OPERATING EXPENSES

OPERATING LOSS

NONOPERATING REVENUE:
Interest income

NET LOSS

FINAL

BUDGET ACTUAL VARIANCE
$ 53500 $ 53658 0§ 158
132,100 132,220 120
185,600 185,878 278
28,000 28,079 (79)
9,600 9,549 51

7,000 7,000
700 739 (39)
3,700 3,753 (53)
109,400 97,268 12,132
1,500 1,550 (50
1,500 1,504 (4
700 640 60
700 649 51
100 a1 9
2,300 4,964 (2,664)
11,500 11,305 195
31,000 6,482 22,518
700 742 (42)
50 (50)
B33 (833)
2,200 1,977 223
8,000 7,854 146
83,300 85,110 (1,810)
3,400 3,347 53
305,300 275,286 30,014
(119,700) (B9,408) 30,251
25 25
$ (i19,700) $ (89,383) $ 30,317
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CITY OF HARBOR BEACH, MICHIGAN

INTERNAL SERVICE FUND

SCHEDULE OF REVENUE AND EXPENSES - BUDGET AND ACTUAL
FOR THE YEAR ENDED JUNE 30, 2008

OPERATING REVENUE:
Rental of equipment

OPERATING EXPENSES:
Salaries
Fringe benefits
Administrative cost
Supplies and tools
Repair parts
Professional services
Telephone
Gas and oil
Insurance
Equipment maintenance
Capital Qutlay
Lepreciation

TOTAL OPERATING EXPENSES
OPERATING INCOME

NONOPERATING REVENUE:
Interest income
Sale of assets

TOTAL NONOPERATING REVENUE

NET INCOME

FINAL
BUDGET  ACTUAL  VARIANGE
$150,500 $ 150,546 & 46
9,500 9,419 81
4,500 4,490 10
1,000 1,000 -
1,300 1,233 67
6,400 5,338 62
1,100 1,100 .
1,200 1,213 (13)
21,700 21,672 28
4,700 4,677 23
3,000 2,926 74
87,000 87,000
45,400 51,946 (6,546)
186,800 106,014 80,788
(36,300) 44 532 80,834
31,000 31,982 082
2,900 2,895 (5)
33,900 34,877 977
$ (2,400) $ 79409 § 81,810
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MATURITY
DATE

11/01/08
05/01/09
11/01/09
05/01/10
1101110
05/01/11
11/01/11
05/01/12
11/01/12
05/01/113
110113
05/01/14
11/01/14
05/01/15
11/01/15
05/01/16
1101116
0&/01/17
T1C1M17
05/C1/18
11/61/18
05/01/18
1170119
05/01/20
11/01/20
05/01/21
11/01/21
05/01/22
11/01/22
05/01/723
11/01/23
06/01/24
11/01/24
05/01/25
11/01/25
05/01/26
11/01/26
Q50127
1101727
06/01/28
11/01/28

{Continued)

CITY OF HAREOR BEACH, MICHIGAN

SCHEDULE OF PRINCIPAL AND INTEREST REQUIREMENTS
1993 WATER SUPPLY AND DISTRIBUTION SYSTEM REVENUE BONDS

PRINGIPAL

$

74,000
77,000
81,000
86,000
90,000
95,000

100,000

105,000

111,000

116,000

123,000

129,000

136,000

143,000

150,000

158,000

167,000

175,000

185,000

194,000

204,000

AT JUNE

-50-

30, 2008
INTEREST
RATE  AMOUNT
525% § 80,036

78,004
5,25 78,094
76,073
5.25 76,073
73,046
5.25 73,046
71,689
5.25 71,689
69,326
5.25 69,326
66,833
£.25 66,833
64,208
5.25 64,208
61,451
§.25 61,451
58,538
5,25 58,538
55,492
5.25 55,492
52,264
5.25 52,264
48 877
5.25 48 877
45 307
5.25 45 307
41554
5.25 41,554
37,616
5.25 37,616
33,469
5.25 33,469
29,085
5.25 29,085
24,491
5.25 24 491
19,635
525 19,635
14 542
525 14,542

TOTAL

$ 154,036
78,094
155,094
76,073
157,073
73,046
159,046
71,689
161,689
69,326
164,326
66,833
166,833
64,208
169,208
61,451
172,451
58,538
174,538
55,492
178,492
52,264
181,264
48,877
184 877
45,307
188,307
41,554
191,554
37,616
195,616
33,469
200,469
29,085
204,085
24 491
209,491
19,635
213,635
14 542
218,542



CITY OF HARBOR BEACH, MICHIGAN

SCHEDULE OF PRINCIPAL AND INTEREST REQUIREMENTS
1993 WATER SUPPLY AND DISTRIBUTION SYSTEM REVENUE BONDS
AT JUNE 30, 2008

MATURITY INTEREST
DATE PRINCIPAL RATE  AMOUNT TOTAL
05/01/29 9,187 9,187
11/01/29 215,000 5.25 9,187 24,187
05/01/30 3,544 3,544
11/01/30 135,000 5.25 3,544 138,544

TOTALS $ 3,049,000 $2,150,478 $5,199,478

251



CITY OF HARBOR BEACH, MICHIGAN

SCHEDULE OF PRINCIPAL AND INTEREST REQUIREMENTS
2000 GENERAL OBRLIGATION PUBLIC IMPROVEMENT BONDS
AT JUNE 30, 2008

MATURITY INTEREST
DATE PRINCIPAL RATE  AMOUNT TOTAL
11/01/08 $ 5253 $ 5253
05/01/09 $ 95000 5.125% 5253 100,253
11/01/08 2819 2,819
05/01/10 110,000 5.125 2819 112,819
TOTALS $_.205.000 316144 $ 221144

-52-



CITY OF HARBOR BEACH, MICHIGAN

SCHEDULE OF PRINCIPAL AND iNTEREST REQUIREMENTS
2004 GENERAL OBLIGATION CAPITAL IMPROVEMENT BONDS
AT JUNE 30, 2008

MATURITY INTEREST
DATE PRINCIPAL RATE  AMOUNT TOTAL
11/01/08 $ 19,040 $ 19,040
05/01/09 $ 40,000 3.900% 19,040 59,040
11/01/09 18,250 18,260
05/01/10 40,000 4.000 18,250 58,260
11/01/10 17,450 17,460
05/01/11 40,000 4.150 17,480 57 460
11/01/11 16,630 18,630
05/01/12 40,000 4.300 16,630 56,530
11/01/12 15,770 15,770
05/01/13 45,000 4.400 15,770 80,770
11/01/13 14,780 14,780
05/01/14 45,000 4.500 14,780 59,780
11/01/14 13,768 13,768
05/01/15 45,000 4.500 13,768 58,768
11/01/15 12,755 12,755
05/01/16 50,000 4.600 12,755 62,755
11/01/16 11,605 11,605
05/01/17 50,000 4.700 11,605 61,605
1110117 10,430 10,430
05/01/18 50,000 4.800 10,430 B0.430
11/01/18 9,230 9,230
05/01/19 55,000 4.850 9,230 64,230
11/01/19 7,896 7,896
05/01/20 55,000 5.000 7,896 62,898
11/01/20 8,521 6,521
05/01/21 60,000 5.000 6,521 66,521
11/01/21 5,021 5,021
05/01/22 60,000 5.150 5,021 65,021
11/01/22 3,476 3,476
05/01/23 65,000 5.150 3 476 68,476
11/01/23 1,803 1,803
05/01/24 70,000 5.150 1,803 71,803
TOTALS 3 810,000 $ 368,890 $1,178,890

-hB3-



CITY OF HARBOR BEACH, MICHIGAN

SCHEDULE OF PRINCIPAL AND INTEREST REQUIREMENTS
2003 INSTALLMENT PURCHASE AGREEMENT
AT JUNE 30, 2008

MATURITY INTEREST
DATE PRINCIPAL RATE  AMOUNT TOTAL
10/01/08 $ 30,000 3190% §$ 6,699 $ 36,699
04/01/08 6,221 6,221
10/01/09 30,000 3.190 8,221 36,221
04/01/10 5,742 5,742
10/01/10 30,000 3,190 5,742 35,742
04/01/11 5,264 5,264
10/01111 35,000 3.190 5,264 40,264
Q4/01/12 4705 4,705
10/01/12 35,000 3.190 4705 39 705
04/01/13 4147 4147
10/01/13 40,000 3.190 4147 44 147
04/01/14 3,509 3,509
10/01/14 40,000 3,190 3,500 43,500
04/01/15 2,871 2,871
10/01/15 40,000 3.190 2,871 42,871
04/01/16 2,233 2233
10/01/186 45,000 3.190 2,233 47,233
04/01/17 1,515 1,515
10/01/17 45,000 3.190 1,515 46,515
04/01/18 798 798
10/01/18 50,000 3.190 798 50,798
TOTALS $ 420,000 $  BO,707 $ 500707

- 54 -



CITY OF HARBOR BEACH, MICHIGAN

SCHEDULE OF PRINCIPAL AND INTEREST REQUIREMENTS
2006 GENERAL CELIGATION REFUNDING BONDS
AT JUNE 30, 2008

MATURITY INTEREST
DATE PRINGIPAL RATE AMOUNT TOTAL
11/01/08 $§ 44,700 $ 44700
05/01/09 $ 20,000 3.750% 44,700 64,700
11/01/09 44,325 44,325
05/01/110 20,000 3.750 44 325 64,325
11/01/10 43,850 43,950
Q501711 145,000 4.000 43,950 188,950
1101111 41,050 41,060
05/01/12 160,000 4.000 41,050 201,050
11/01/12 37,880 37,850
05/01/113 170,000 4.000 37,850 207,850
11/01/13 34,450 34,450
05/01/14 185,000 4.000 34,450 219,450
11/01/14 30,750 30,750
02/01/15 205,000 4.000 30,750 235,750
11/01/15 26,650 26,650
05/01/16 225,000 4.000 26,650 251,850
11/01/16 22,150 22,150
05/014/17 245,000 4.000 22,150 267,160
11/01/17 17,250 17,250
05/01/18 265,000 4.000 17,250 282,250
11/01/18 11,950 11,950
05/01/19 290,000 4.000 11,950 301,950
11/01/19 6,150 6,150
05/01/20 300,000 4.100 6,150 306,150

$ 2.230,000 § 722,450 $2,852,450
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the City Council
City of Harbor Beach, Michigan

We have audited the financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of the
City of iHarbor Beach, Michigan, as of and for the year ended June 30, 2008, which
collectively comprise the City of Harbor Beach, Michigan's basic financial statements
and have issued our report therson dated November 28, 2008. We conducted our audit
in accordance with auditing standards generzlly accepted in the United States of
America and the standards applicable to financial audits contained in Government
Auditing Staridards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Harbor Beach,
Michigan's internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but
not for the purpase of expressing an opinion on the effectiveness of the City of Harbor
Beach, Michigan's internal control over financial reporiing. Accordingly, we do not
gxpress an opinion on the effectiveness of the City of Harbor Beach, Michigan’s internal
cantrol over financial reporting.

Our consideration of internal control ever financial reporting was for the limited purpose
described in the precading paragraph and would not necessarily identify all deficiencies
in intemal control over financial reporting that might be significanl deficiencies or
material weaknesses. However, as discussed below, we identified certain deficiencies in
internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of parforming their assigned functions,
to prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the City of
Harbor Beach, Michigan’s ability to initiate, authorize, record, process, or report financial
data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the City of Harbor Beach,
Michigan's financial statements that is more than incansequential will not be prevented
or detected by the City of Harbor Beach, Michigan's internal control. We consider the
deficiencies described in the accompanying schedule of findings to be significant
deficiencies in internal control over financial reporting. (2008-1 through 2008-8)
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A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the City of Harbor Beach, Michigan's
internal control.

Qur consideration of the internal contro! over financial reporting was for the limited
purpose described in the first paragraph of this section and would not necessarily
identify all deficiencies in the internal control that might be significant deficiencies and,
accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. However, of the significant deficiencies
described above, we consider items 2008-5 and 2008-6 to be material weaknesses,

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Harbor Beach,
Michigan's financial staiements are free of material misstatement, we performad tests of
its compliance with certain provisions of laws, regulations, contracis, and grant
agres=ments, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinien on
compliance with those provisions was not an objective of our audit, and accordingly, we
do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required te be reported under Government
Auditing Standards.

This report is intended scolely for the information and use of management, the City
Council, others within the entity, and federal awarding agencies and pass-through
entities and is not intended to be and should not be used by anyone other than these
specified paries.

/Mu{%%)? L‘j“%ﬁ( °’€ 5 F)f—

NIETZKE & FAUPEL, P.C
PIGEON, MICHIGAN

November 28, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the City Council
GCity of Harbor Beach, Michigan

Compliance

We have audited the compliance of the City of Harbor Beach, Michigan, with the types of
compliance requirements described in the U. 3. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that are applicable to each of its major
federal programs for the year ended June 30, 2008. The City of Harbor Beach,
Michigan's major federal programs are identified in the summary of auditors results
section of the accompanying schedule of findings and questioned costs.

Compliance with the requirements of laws, reguiations, contracts, and granis applicable
to each of its major federal programs is the responsibility of the City of Harbor Beach,
Michigan's management. Our responsibility is to express an opinion on the City of
Harbor Beach, Michigan's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards genarally
accepted in the Uniled States of America; the standards applicable to financial audits
contained in Governmenl Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whethar noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
gvidence about the City of Harbor Beach, Michigan's compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for aur apinion.
Our audit does not provide a legal determination of the City of Harbor Beach, Michigan’s
compliance with those requirements,

In our opinion, the City of Harbor Beach, Michigan, complied, in all material respects,
with the requiremenis referred to above that are applicable to each of its major federal
programs for the year ended June 30, 2008,
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Internal Control Over Compliance

The management of the City of Harbor Beach, Michigan, is responsible for establishing
and maintaining effective internal control over compliance with the requirements of laws,
regulations, contracis, and grants applicable to federal programs. In planning and
performing our audit, we considered the City of Harbor Beach, Michigan's internal
control over compliance with the requirements that could have a direct and material
effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of the City of Harbor Beach, Michigan's
internal control over compliance.

A control deficiency in an entity's internal contro! over compliance exists when the
design or operation of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect noncompliance with a
type of compliance requirement of a federal program on a timely basis. A significant
deficiency is a control deficiency, or combination of coniral deficiencies, that adversely
affects the entity’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a faderai
program that is mare than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in mare than a remote likelihood that material noncompliance with a type of
compliance requirement of a federal program will not be prevented or detected by the
entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in interna! conirol that might be significant deficiencies or material
weazknesses. We did not identify any deficiencies in internal conirol over compliance that
we consider (o be material weaknesses, as defined above.

The City of Harbor Beach, Michigan's response to the findings identified in our audit is
described in the ascompanying schedule of findings and questioned costs. We did not
audit the City of Harbor Beach, Michigan's response and, accordingly, we express no
opinion on it.

This report is intended solely for the information and use of management, the City
Council, others within the entity, and federal awarding agencies and, pass-through
entities and is not intended to be and should not be used by anyone other than these
specified parties.

/}/Lbiéﬂu ot ‘41:5-’2& {LL'{ ‘ (’ -
Nietzke &Faupel, F.C. )\
Pigeon, Michigan

November 28, 2008
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CITY OF HARBOR BEACH

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2007

1. There were no findings or guestioned costs for the year ended June 30, 2007.
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CITY OF HARBOR BEACH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

A. SUMMARY OF AUDITOR’S RESULTS

1.

8.

9.

The auditor's report expresses an unqualified opinion on the financial statements
of the City of Harbor Beach.

Significant deficiencies and material weaknesses have been disclosed during the
audit of the financial statements and are included in Part B of this schedule.

No instances of noncompliance material fo the financial statements of the City of
Harbor Beach were disclosed during the audit.

No significant deficiencies were disclosad during the audit of the major federal
awarc programs.

The auditor's report on compliance for the major federal award programs for the
City of Harbor Beach expresses an ungualified opinion.

Audit findings, if any, relative to the major programs for the City of Harbor Beach
are reported in Part C of this schedule.

The programs tested as major programs included: Safe Drinking Water State
Revolving Fund CFDA 66.468

The threshald for distinguishing Types A and B pragrams was $300,000.

The City of Harbor Beach was not determined to be a low-risk auditee.

FINDINGS-FINANCIAL STATEMENTS AUDIT

Significant Deficiencies

2008-" Cash Receipts

Condition: We noted that there was a lack of segregation of duties within the
cash receipts area, The City Treasurer is one of the office employess that
receive cash and checks, prepares the cash receipts documents, and records

the cash receipts in the accounting records,

Criteria; The objective of internal control aver cash receipts is ta obtain control
over amounts received at the time of receipt. We feel that separating these
closely refated functions in the cash receipts system of the City will result in
much greater internal control in this particular area. The custody of the cash

should be separated from the recording of the cash receipts.
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CITY OF HARBOR BEACH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 20038

FINDINGS-FINANCIAL STATEMENTS AUDIT: (CONTINUED)

2008-2

Effect: Because of the lack of segregation of duties for cash receipts, the City's
cash could be misappropriated.

Cause of Condition. All office employees having access to the cash receipts
records.

Recommendation: Te achieve control over the cash receipts, cerain duties
involving receipts shouid be handled by more than one member of the City's
personnel. The following procedures should be enacted to ensure eificient
internal control: 1) One employee should open the mail or receive the cash from
the City residents, make a control list of all receipts, and restrictively endorse all
items received as "for deposit only” This would prevent any unauthorized
endorsement should the checks be misplaced or lest before being deposited. 2)
The receipte should then go to the City Treasurer for further processing and
deposit to the bank on a timely basis. 3) Then, someone who does not otherwise
handlza receipts should compare the deposit slips to the list of receipts to ensure
that all funds reflected on the receipts were deposited.

Auditee Response;

Cash Receipts — Decentralized Location

Condition: At the present time, cash receipts of the City's decentralized [ocations
(North Park Campground and the Marina) are being deposited by the employees
of the Campground and Marina. These same employees are also responsible for
collecting the cash receipts and recording the receipt of the cash, checks, and
credit card information.

Criteria: Segregation of duties is an essential internal control for the area of cash
receipis, especially for decentralized locations. The depositing of the cash
should be separated from the recording keeping for the cash. Also, the use of
cash registers is an important control device for decentralized locations.

Effect; Because of the lack of segregation of duties for cash receipts, the City's
cash could be misappropriated.

Cause of Condition: The policy of allowing the employees at the decentralized
locations to deposit the cash collected at the Campground and Marina.
-B2 -



CITY OF HARBOR BEACH

SCHEDULE OF FINPINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 20038

FINDINGS-FINANGCIAL STATEMENTS AUDIT: (CONTINUED)

2008-3

2008-4

Recommendation; All cash, checks, and credit card transactions should be
delivered to City Hall for the City Treasurer to deposit to the proper bank
accounts. Along with the cash collections, cash register tapes and any other
cash collection records should be delivered to City Hall with the cash collections.
The City Treasurer should reconcile the cash collection records with the cash
turned into City Hall for accuracy. Once the cash collections are reconciled they
should then be deposited by the City Treasurer.

Auditee Responsee:

Purchase Requisitions
Condition: Purchase requisitions are being completed after the invoice for the
purchase is received.

Criteria: Purchase requisitions should be prepared and approved before the
purchase is madsa.

Effect: This procedure could allow for unauthorized purchases.

Cause of Condition: Thers are no procedures in place to require that purchase
requisitions are approved prior to the purchase of goods or services.

Recommendation: All purchases that require purchase requisitions should be
approved by a City official authorized to disburse City funds.

Auditee Response:

Utility Billings
Condition: Currently the quarterly utility billings are prepared and mailed by the
Billing Clerk withoul a member of management reviewing and approving the
quarterly billings. Also, the Biling Clerk is responsible for collecting and
depositing the ufility charges from the City residents.
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CITY OF HARBOR BEACH

SCHEDULE OF FINDINGS AND QUESTIONED CO5TS
FOR THE YEAR ENDED JUNE 30, 2003

FINDINGS-FINANCIAL STATEMENTS AUDIT: (CONTINUED)
Criteria: Internal controls should include review and approval of the utility billing
reports by a member of management to provide oversight of the billing
procedures. Also, preparation of the hbillings and recording of the collections
should be segregated from the access to the cash collections.

Effect: The current billing and collection procedures and the lack of oversight by
a member of management could allow for the misappropriaticn of City funds.

Cause of Condition: There are no procedures in place where management is
required to review and approve the utility billings prior to their completion and
there is a lack of segregation of duties in the collections of the utility charges.

Recommendation: A member of management should review and approve all
utitity billing reports prior to the completion and mailing of the quarterly utility
hillings. Also, the collection of the utility charges should be performed by an
employee that does not have access to the utility billing records.

Auditee Response:

Material Weaknesses:

2008-5 Preparation of year end closing procedures

Condition: This year, as in the past, we assisted the accounting staff with
the basic year-end bookkeeping and accounting procedures that are
necessary to prepare the books for audit purposes. This also included the
nreparation of several material year end adjusting entries that were
necessary to keep the financial statements from being materially misstated.

Criteria: The accounting staff should be able to perform the year end
closing procedures and prepare the appropriate year end closing entries in
order to ensure that the year end financial statements are not malerially
misstated. Also, the year end closing procedures should be supervised and
reviewed by City officials with an adequate knowledge of the City's activities
during the fiscal year.

Effect: This situation could allow the misstatement of the financial
siatements.
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CITY OF HARBOR BEACH

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

FINDINGS-FINANCIAL STATEMENTS AUDIT: (CONTINUED)

Recommendation: With adequate training, the accounting stafi should
become familiar with the necessary procedures to complete the year end
accounting. In time, the condition of the accounting records should become
better and less assistance will be required in this area by the auditors. We
suggest that the City provide its accounting staff with the necessary training
to ensure they are able to efficienily prepare the year end accounting
pracedures for the audit.

Auditee Response:

2008-68 Preparation of the GAAP basis financial statemenis

Condition; Along with assisting with the year end closing procedures to the
City's accounting records, we also assisted the City by preparing the annual
financial statements (including required disclosures) of the City prepared in
accordance with generally accepted accounting principles.

Criterfa; The responsibiity for the City's annual financial statements
prepared in accordance with generally accepted accounting principles rests
with the management of the City. Management is also responsible for the
system of internal accounting confrols used to ensure that the financial
statemants are not materially misstated.

Fffect: This situation could allow the misstatement of the financial
statements.

Recommendaticn: We recommend that the City acgquire the expertise
necessary to prepare the annual financial stalements including the required
disclosures in accordance with generally accepted accounting principies.

Auditee Response;

C. FINDINGS AND QUESTIONED COSTS - WMAJOR FEDERAL AWARD
PROGRAMS AUDIT

Safe Drinking Water State Revolving Fund
1. None noted
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CITY OF HARBOR BEACH, MICHIGAN

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

Pass«
Federal through
CFDA Entity Federal

Number Identifying Expendifures

Federal Grantor/Pass-through Grantor/Program or Cluster Title
U.S5. Environmental Protection Agency:
Michigan Department of Environmental Quality:
Safe Drinking Water State Revolving Fund 66.468 5271-01 § 730,883

Note A - Reconciliation to GAAP Financial Statements

State of Michigan portion of loan proceeds $ 3,291,540
Federal portion of loan proceeds 730,883
Total loan proceeds received during fiscal year June 30, 2008 $ 4022423

(See Note 8, page 27)

Sea accompanying notes to schedule of
expenditures of federal awards, -66 -



